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SUMMARY OF SUBJECT MATTER 

TO: Members of the Subcommittee on Economic Development, Public Buildings, and 

Emergency Management 

FROM: Subcommittee on Economic Development, Public Buildings, and Emergency 

Management Staff 

SUBJECT: Hearing on “Proposed Fiscal Year 201 1 Budgets for Regional Economic 

Development Commissions, Priorities and Impacts on Regional Economies and 
Employment” 


Purpose 

The Subcommittee on Economic Development, Public Buildings, and Emergency 
Management will meet on Thursday, April 29, 2010, at 2:00 p.m., in room 2167 of the Rayburn 
House Office Building, to receive testimony from the appointed Federal Co-chairs of the 
Appalachian Regional Commission (ARC), Denali Commission (Denali), Delta Regional Authority 
(DRA) as well as the President of the Board of Directors of the National Association of 
Development Organizations (NADO), and two economic development commission grant 
recipients. 


Background 

The Subcommittee has jurisdiction over the authorization and oversight of programs 
promoting economic development in communities suffering economic distress. The economic 
development activities of the Subcommittee include jurisdiction over the Economic Development 
Administration (EDA) of the ITS. Department of Commerce, the ARC, the Denali, the DRA, the 
Northern Border Regional Commission (NBRC), the Southeast Crescent Regional Commission 
(SCRC), the Southwest Border Regional Commission (SBRC), and the Northern Great Plains 
Regional Authority (NGPRA). 

The regions that are eligible for funding from the regional economic development entities 
have experienced systemic, above-average poverty rates, significantly higher than-average 
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unemployment rates, limited access to capital, and low per capita personal income. These regional 
economic development entities provide funding for projects that stimulate economic development 
and promote the character and industries of the region, while not supplanting existing institutions 
and programs that provide funding, such as those administered by the EDA, State agencies, and 
local development organizations. 

I. A ppalachian Regional Commission 

One of President John F. Kennedy’s first legislative initiatives was to address the 
overwhelming poverty that persisted in the Appalachian region of the country. In response to his 
initiative, Congress passed the Appalachian Regional Development Act of 1965 (P.L. 89-4), which 
created the ARC, The primary function of ARC is to provide economic development assistance to a 
13 State region, which includes all of West Virginia and parts of Alabama, Georgia, Kentucky, 
Maryland, Mississippi, New York, North Carolina, South Carolina, Ohio, Pennsylvania, Tennessee, 
and Virginia. The region is populated by more than 20 million people. In addition, the 
Transportation Equity Act for the 21 st Century (P.L. 105-178) significantly increased funding for the 
Appalachian Development Highway System (ADHS) and shifted the source of ADHS funding from 
the General Fund to the Highway Trust Fund. 

The ARC’s Federal-State organizational structure is unique by allocating the level of funding 
to each State. The Commission structure provides that both the Federal co-chairman and the State 
co-chairman must agree on policy and funding issues. The ARC is viewed as a model program for 
Federal-State partnerships as this 50-50 power sharing arrangement forces the Federal Government 
and the States to come to agreement on issues. Additionally, the regional nature of the program 
motivates States to plan and adopt regional economic solutions to common problems. 

During the 1 10 th Congress, Congress enacted the Appalachian Regional Development 
Reauthorization Act Amendments of 2008 (the ARC Reauthorization Act) (P.L. 110-371). The 
ARC Reauthorization Act built upon past successes of the ARC, but made several amendments to 
existing law and extended the authorization for five years. Specifically, the ARC Reauthorization 
Act expanded the Commission by adding 10 new counties to the ARC region and created a new 
energy and economic development initiative. 

Federal funding for ARC is subject to an annual appropriations process under the Energy 
and Water Development Appropriations Act (P.L. 109-103). The ARC budget for fiscal year (FY) 
2010 was §76 million and the FY 201 1 President’s budget request is §76 million. The FY 201 1 
authorized level of funding is §108 million. In addition, the Safe, Accountable, Flexible, and 
Efficient Transportation Equity Act — A Legacy for Users (SAFETEA-LU) (P.L. 109-59) separately 
authorized §470 million from the Highway Trust Fund for the ADHS. 
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II. The Delta Regional Authority 

Created by the Deita Regional Authority Act of 2000 (P.L. 106-554), the primary function of 
the DRA is to provide economic development assistance to the eight States of the Mississippi River 
region. This region includes counties in Alabama, Arkansas, Illinois, Kentucky, Louisiana, 
Mississippi, Missouri, and Tennessee. 

Structured similarly to the ARC, the DRA is a Federal-State entity consisting of the 
Governor (or his designee) of each State and a Federal co-chairman. The DRA was created to 
improve the economic growth and prosperity of the Mississippi River region. The DRA’s mission is 
to help create jobs, attract industrial development, and grow local economies by improving 
infrastructure, training the workforce, and building local leadership. These goals will be 
accomplished through the improvement of transportation and basic infrastructure in the region, 
establishing a framework for crafting regional strategies for economic development, and improving 
job training and education. Funding for all proposed development plans and projects is subject to 
certification by the State member and subsequent DRA approval. 

The Food, Conservation, and Energy Act of 2008 (P.L. 1 10-246) reauthorized the DRA for 
a five year period through 2012. 

Federal funding for DRA is subject to an annual appropriations process under the Energy 
and Water Development Appropriations Act. The DRA received $13 million in Federal funding in 
FY 2010. The FY 2011 authorized level was $30 million, but the President’s budget requested only 
$13 million. 

III. The Denali Commission 


Denali was created in 1998 with enactment of the Denali Commission Act of 1998 (P.L. 
105-277). Denali confines all its economic development activities to the State of Alaska. It provides 
critical utilities, infrastructure, and economic support throughout the State and is charged with 
lowering the cost and raising the standard, of living in Alaska by delivering Federal resources in the 
most cost-effective manner. Similar, but not identical to the ARC organizational structure, Denali is 
co-chaired by a Federal and a State member (the Governor of Alaska) and includes a panel of five 
commissioners. In making funding decisions, commissioners must determine that funding would be 
consistent with the Denali’s annual work plan, and the community’s comprehensive development 
plans. Projects that are comprehensive, community based, regionally supported, and sustainable are 
given priority. Denali is also tasked with providing assistance on water and sewer wastewater 
programs, and, in consultation with the U.S. Coast Guard, developing a plan to repair or replace 
bulk fuel storage tanks. 

Denali was reauthorized for a five year period through 2008 in the Consolidated 
Appropriations Resolution, 2003 (P.L. 108-7). Federal funding for Denali is subject to an annual 
appropriations process under the Energy and Water Development Appropriations Act. Denali 
received $64,089 million in Federal funding in FY 2010; the President’s budget requested $15,965 
million for FY 2011. 


3 



IX 


IV. The Southeast Crescent Regional Commission 

The SCRC was created in the Food, Conservation, and Energy Act of 2008. SCRC is 
modeled after the highly successful ARC, which has assisted in eliminating large pockets of 
economic distress and poverty in Appalachia. The SCRC is composed of a seven State region that 
includes Alabama, Florida, Georgia, Mississippi, North Carolina, South Carolina, and Virginia. Only 
counties not served by either the DRA or ARC are eligible participants in SCRC’s programs. The 
Governors of the seven participating SCRC States or their appointees shall serve on the SCRC 
board of directors, along with a Federal Co-chair appointed by the President of the United States. 
The States’ Co-chair is elected from among the seven Governors or appointees. 

The SCRC is tasked with various functions, including: 

> Identify those counties with the most severe economic distress in the region; 

> Assess the economic development and infrastructure needs of die region; 
y Formulate strategic plans and programs for the region; 

y Support local development districts (An EDA designation that garners economic 

development planning support) and assist in creating them where they do not exist; 
y Encourage private investment in the region; 

y Approve grants to States and public and nonprofit entities toward that end; 
y Establish priorities in a development plan for the region; and 

y Annually designate economically distressed counties and isolated areas of distress in non- 

distressed counties. 

Projects eligible for funding by the SCRC include infrastructure development, education 
and training, and entrepreneurship and leadership development. The SCRC is authorized at $30 
million through FY 2012. The SCRC was appropriated $250,000 in the FY 2010 budget and the 
President’s FY 201 1 budget requests $250,000 in Federal funds. However, the President has not 
appointed a Federal Co-chair, and therefore the SCRC is not operational. 

V. The Northern Border Regional Commission 

The NBRC was created in the Food, Conservation, and Energy Act of 2008. The NBRC is 
also modeled after the. highly successful ARC. The NBRC’s four State region includes counties in 
Maine, New Hampshire, New York, and Vermont. The Governors of the four participating 
Commission States or their appointees shall serve on the NBRC’s board of directors, along with a 
Federal Co-chair appointed by the President of the United States. The States’ Co-chair is elected 
from among the four Governors or appointees. 

The NBRC is tasked with various functions, including: 

y Identify those counties with the most severe economic distress in the region; 
y Assess the economic development and infrastructure needs of the region; 
y Formulate strategic plans and programs for the region; 

y Support local development districts (An EDA designation that garners economic 

development planning support) and assist in creating them where they do not exist; 
y Encourage private investment in the region; 
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/- Approve grants to States and public and nonprofit entities toward that end; 

"y Establish priorities in a development plan for the region; and 

y Annually designate economically distressed counties and isolated areas of distress in non- 
distressed counties. 

Projects eligible for funding by the NBRC include infrastructure development, education 
and training, and entrepreneurship and leadership development. 

The NBRC is authorized at |30 million through FY 2012. The NBRC was appropriated 
$1,500,000 in the FY 2010 budget and the President’s FY 201 1 budget requests $1,500,000 in 
Federal funds. A Federal Co-Chair was recendy appointed for the NBRC and will be sworn in and 
able to hire a staff within the next 30 days. 

VI. The Southwest Border Regional Commission 

The SBRC was created in. the Food, Conservation, and Energy Act of 2008. The SBRC is 
also modeled after the highly successful ARC. The SBRC’s four State region includes counties in 
Arizona, California, New Mexico, and Texas. 

The Governors of the four participating SBRC States or their appointees shall serve on the 
SBRC’s board of directors, along with a Federal Co-chair appointed by the President of the United 
States. The States’ Co-chair is elected from among the four Governors or appointees. 

The SBRC is tasked with various functions, including: 

y Identify those counties with the most severe economic distress in the region; 
y Assess the economic development and infrastructure needs of the region; 
y Formulate strategic plans and programs for the region; 

> Support local development districts (An EDA designation that garners economic 

development planning support) and assist in creating them where they do not exist; 
y Encourage private investment in the region; 

y Approve grants to States and public and nonprofit entities toward that end; 
y Establish priorities in a development plan for the region; and 

y Annually designate economically distressed counties and isolated areas of distress in non- 

distressed counties. 

Projects eligible for funding by the SBRC include infrastructure development, education 
and training, and entrepreneurship and leadership development. The SBRC is authorized at $30 
million through FY 2012; however, no appropriation has been made to date. 

VII. The Northern Great Plains Regional Authority 

The NGPRA was created in the Farm Security and Rural Investment Act of 2002 (P.L 107- 
171). Its organizational structure is modeled closely after the management and operational structure 
of the ARC. The NGPRA is governed by a commission consisting of one member appointed by 
the President, the Governors of the States comprising the NGPRA, and a representative of an 
Indian tribe in the region appointed by the President. The Authority is designed to be a Federal 
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grant program that would provide assistance in acquiring or developing land, constructing public 
infrastructure, carrying out economic development activities, and conducting research related to 
those activities. Iowa, Minnesota, Nebraska, North Dakota and South Dakota are included in the 
NGPRA region. 

The NGPRA did not receive any Federal funding in FY 201 0, nor has it received an 
appropriation since its inception despite its §30 million authorization. The President’s FY 201 1 
budget request proposed no funding for the NGPRA. 

The NGPRA is tasked with various functions, including: 

s’ Identify those counties with the most severe economic distress in the region: 
s’ Assess the economic development and infrastructure needs of the region; 
s’ Formulate strategic plans and programs for the region; 

s’ Support local development districts (An EDA designation that garners economic 

development planning support) and assist in creating them where they do not exist; 
s’ Encourage private investment in the region; 

s’ Approve grants to States and public and nonprofit entities toward that end; 
s’ Establish priorities in a development plan for the region; and 

s’ Annually designate economically distressed counties and isolated areas of distress in non- 

distressed counties. 


Prior Legislative and Oversight Activity 


In the 110 th Congress, Chairman Oberstar introduced H.R. 3246, a bill to establish the 
SCRC, SBRC, and the NBRC on July 31, 2007. On August 2, 2007, the Committee on 
Transportation and Infrastructure ordered the bill, as amended, reported by voice vote with a 
quorum present. H. Rept. 110-321. On May 15, 2007, the House of Representatives passed the bill 
by a vote of 264-154. On May 22, 2008, the bill was incorporated into H.R. 6124, Food, 
Conservation, and Energy Act of 2008 and the House of Representatives passed the bill by a vote of 
306-1 10 under suspension of the Rules of the House. On June 5, 2008, the Senate agreed to the bill 
without amendment by a vote of 77-15. The President George W. Bush vetoed the bill. On June 
18, 2008, the House of Representatives overrode the President’s veto by a vote of 317-109. On the 
same day, the Senate overrode the President’s veto by a vote of 80-14. The bill became P.L. 1 10- 
246. 


In the 1 10 th Congress, Chairman Oberstar introduced H.R. 799, a bill to reauthorize the 
ARC for five years on February 5, 2007. On February 7, 2007, the Committee on Transportation 
and Infrastructure ordered the bill, as amended, reported by voice vote with a quorum present. 

H. Rept. 1 10-33. On July 16, 2007, the House of Representatives passed the bill by a vote of 264- 
154. On August 3, 2007, the Senate passed its companion bill (S. 496). On October 8, 2008, the 
President signed the bill into law (P.L. 110-371). 
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PROPOSED FISCAL YEAR 2011 BUDGETS FOR 
REGIONAL ECONOMIC DEVELOPMENT COM- 
MISSIONS, PRIORITIES AND IMPACTS ON 
REGIONAL ECONOMICS AND EMPLOYMENT 


Thursday, April 29, 2010 

House of Representatives, 

Subcommittee on Economic Development, Public 
Buildings and Emergency Management, 
Committee on Transportation and Infrastructure, 

Washington, DC. 

The subcommittee met, pursuant to call, at 2:10 p.m., in Room 
2167, Rayburn House Office Building, Hon. Eleanor Holmes Norton 
[chairwoman of the subcommittee] presiding. 

Ms. Norton of the District of Columbia.. The ranking mem- 
ber is delayed but has indicated we should proceed so as not to 
delay the hearing. 

Good afternoon and welcome to today’s hearing entitled 
"Proposed Fiscal Year 2011 Budgets for Regional Economic Devel- 
opment Commissions, Priorities and Impacts on Regional Econo- 
mies and Employment." That is a mouthful, but it really does say 
what we are trying to do here. 

Today, we are doing important oversight for the first time on 
three newly created Federal, regional economic development com- 
missions, as well as, on the floor, established regional economic de- 
velopment commissions, to evaluate the start-up of the new com- 
missions. 

Economic development was not a specific mission of the Federal 
Government until Congress passed the Public Works and Economic 
Development Act in 1965 and established the Economic Develop- 
ment Administration. EDA was created to alleviate conditions of 
substantial and persistent unemployment in economically dis- 
tressed areas and regions. 

The mission of EDA today remains much the same as it was 
when it was originally founded. EDA has stated that to fulfill its 
mission it must, quote, be guided by the principle that established 
communities must be empowered to develop and implement their 
own economic development and revitalization strategies. 

As our hearings have documented, the act has been enormously 
successful, particularly in using modest Federal funds to attract 
and leverage considerably more in private sector funds. The success 
of EDA has created the impetus for the regional economic develop- 
ment commissions that we will hear from today. 

( 1 ) 
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Last Congress, the House of Representatives passed the Regional 
Economic and Infrastructure Development Act of 2007. The bill or- 
ganized five regional economic development commissions under a 
common framework, providing a more uniform method for distrib- 
uting economic development funds to distressed areas throughout 
the regions most in need of such assistance. The five commissions 
were the Northern Border Economic Development Commission, the 
Southeast Crescent Regional Commission, the Southwest Border 
Regional Commission, the Delta Regional Commission, and the 
Northern Great Plains Regional Commission. 

Eventually, all the regional economic development commissions 
were passed as part of the Food Conservation and Energy Act of 
2008. The Northern Border Economic Development Commission, 
the Southeast Crescent Regional Commission and the Southwest 
Border Regional Commission were created by Public Law 110-246 
in our design to address the problems of systemic poverty and 
underdevelopment in those particular regions. 

Public Law 110-246 also reauthorized the Delta Regional Com- 
mission and the Northern Great Plains Commission. The adminis- 
trative and management procedures for these regional economic de- 
velopment commissions are all modeled after the successful Appa- 
lachian Regional Commission, the first of the regional economic de- 
velopment commissions. 

The Denali Commission is currently the only regional economic 
development commission under this subcommittee’s jurisdiction 
that does not have the same administrative structure, in addition 
to not being under the same authorization schedule as the rest of 
the regional economic development commissions. We are planning 
to remedy this discrepancy in the next authorization. We will need 
to bring these programs in alignment in order to properly assess 
their role in economic development and to help them to enhance 
their missions. 

Our intent in creating these commissions was to provide addi- 
tional funding for projects that stimulate regional economic devel- 
opment and to promote the character and industries of the regions, 
without supplanting existing institutions and programs that pro- 
vide funding. 

In these times of severe budget constraints, we do need to be 
mindful not to duplicate programs and to target scarce resources 
in areas that will bring the highest investment return, while ad- 
dressing the needs of our most distressed communities. The sub- 
committee is interested in hearing from the witnesses about how 
their regional economic development commissions fit into this 
premise. 

Although unemployment is still high, there is reason for opti- 
mism that the U.S. economy is beginning to emerge from the so- 
called "Great Recession." It will be important to leverage scarce 
Federal resources to help maintain gains as they emerge, and to 
focus on long-term growth strategies to buffer the American econ- 
omy from further sustained disruption. 

We are especially interested in the strategies for economic devel- 
opment in areas that suffer chronic unemployment and high rates 
of poverty, as I said earlier. Even within my own district where 
there are many high-income and middle-income communities, there 



3 


are also severely distressed communities. For example, Ward 8 re- 
ported unemployment as high as 28.5 percent just a few months 
ago, and a poverty rate for individuals under 30 percent. 

Given such daunting statistics, Ward 8, for example, would ben- 
efit from coordinated assistance similar to that received by many 
counties, including in these newly established regional economic 
development commissions. Such distressed areas benefit from sus- 
tained planning efforts and the leverage that Federal investments 
can provide for private investment. 

The work of these regional economic commissions is part of a co- 
ordinated Federal effort to enhance economic opportunity nation- 
wide by increasing the overall productivity of economically dis- 
tressed and poor communities and, thus, their share of the coun- 
try’s general prosperity. 

We look forward to hearing testimony from our distinguished 
witnesses about the status of these commissions and their work 
with local partners and their progress in carrying out their mis- 
sion. 

And as we thought, our ranking member Mr. Diaz-Balart has ar- 
rived, and I am pleased to hear any comments from him at this 
time. 

Mr. Diaz-Balart. Thank you very much, Madam Chairwoman. I 
want to thank you first for holding this hearing on the fiscal year 
2011 budgets for the regional economic development commissions. 
I also want to recognize the work and dedication of Congressman 
Don Young, who might be able to get away from what he is doing 
and hopefully spend some time with us today. He knows these 
issues well, having served as chairman of this committee, and 
being a tireless advocate for his home State of Alaska. 

Congress established the regional commissions to focus invest- 
ment in the areas of distress in our Nation. And, unfortunately, 
there are many areas of our Nation that have chronic unemploy- 
ment, high poverty rates, lack of infrastructure and other resources 
to spur private investment, private investment in their commu- 
nities, and obviously private investment is key. So these commis- 
sions were created to help spur economic development and job cre- 
ation in these communities. 

Now, included among these commissions are the Appalachian Re- 
gional Commission, the Denali Commission and the Delta Regional 
Authority. 

More recently, Madam Chairwoman, as you were mentioning, 
Congress created the others, including the Northern Great Plains 
Regional Authority, the Southeast Crescent Regional Commission, 
the Southwest Border Regional Commission and the Northern Bor- 
der Regional Commission. 

Today this subcommittee is examining the proposed fiscal year 
2011 budgets of these commissions and also their priorities for the 
coming year. These regional commissions are Federal and State 
partnerships and focused to help chronically distressed commu- 
nities to generate sustainable economic development for those 
areas. 

The commissions have, as I am sure we all know, relatively small 
budgets. And those represented here are requesting level fundings 
for the fiscal year 2011. Now, generally these commissions have 
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really been very effective in leveraging tax dollars, public dollars, 
with private investment in order to spur job growth. In 2007 a re- 
port on ARC Infrastructure and Public Works Projects, a sampling 
of just a quarter of ARC’s projects reveal that more than 17,000 
new jobs were created. This is one of the success stories. These 
projects expanded the annual personnel income by $1.3 billion. And 
of the 78 projects reviewed in the report, $1.7 billion of private in- 
vestment was leveraged. 

Now, think about that. That is a ratio of $75 to $1 of ARC invest- 
ment. Those are pretty impressive investments under any stand- 
ards. 

And since it was created in 2000, the DRA has invested $75 mil- 
lion in 510 projects, attracting $1.5 billion investment of private in- 
vestments; so, $75 million to attract $1.5 billion in private invest- 
ment. That is a pretty impressive number. 

And DRA, as highlighted in a hearing earlier this year, uses par- 
ticipation agreements for its grants, and it requires guarantees to 
meet certain job creation goals. And if you remember, Madam 
Chairwoman, as we heard in this committee, if those goals are not 
met, the grantee must refund a pro rata share of the grant monies, 
something that is not done very often. 

These are just a couple of examples of how tax dollars can be le- 
veraged to spur private investment to ensure that jobs are created 
and that those jobs will last. 

As I had mentioned in previous hearings, the Recovery Act of the 
stimulus bill should have included provisions that ensured similar 
returns on investment to the taxpayers. Unfortunately, obviously, 
they did not. 

As we review the budgets and the priorities of these commis- 
sions, I believe it is really, really important that we ensure funding 
is leveraged effectively and job creation remains a priority for these 
distressed areas, something that I have been hounding and jump- 
ing on and talking about every single time that I had the oppor- 
tunity to do so. So I look forward to hearing from the witnesses on 
these and other issues. 

And I want to thank you, Madam Chairwoman, for once again 
your leadership, your active leadership in this issue. Thank you 
very much. 

Ms. Norton of the District of Columbia. Thank you very 
much, Mr. Diaz-Balart. 

Ms. Norton of the District of Columbia. Representative Walz 
of Minnesota, have you an opening statement. 

Mr. Walz. Just a brief one Madam Chair. 

Again, thank you to you and the ranking member, and I very 
much appreciate the opportunity to our witnesses here. A very im- 
portant hearing. I certainly wish more of my colleagues would be 
here to listen to this because I do think it is important. 

I think the ranking member was exactly right in trying to figure 
out how to best leverage some very limited budget and see the re- 
turn on taxpayer dollars. 

And these regional economic development commissions tend to 
hit rural areas which, in any economic downturn, tend to feel it 
more more so because of the lack of diversity in the economy. If one 
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sector is hit, we see it more so. And I think that is really impor- 
tant. 

Also what I have seen, and I am very appreciative of it, and 
while we are new in the northern border regions we are witnessing 
across the country squeezing more efficiencies out of these partner- 
ships, maximizing it, as the chairwoman said, making sure we are 
not duplicating. So this discussion of your budgets and the budgets 
for the commissions are incredibly important because they are not 
just a reflection on fiscal priorities, they are a reflection of our 
moral values as a country. What we do for some of these rural 
areas. 

And I am appreciative of you being here and look forward to the 
testimony. I yield back. 

Ms. Norton of the District of Columbia. If there are no more 
opening statements, we will proceed to our witnesses: Pete John- 
son, the Federal Co-Chair of the Delta Regional Authority; Earl 
Gohl, the Federal Co-Chair of the Appalachian Regional Commis- 
sion; and Joel Neimeyer, Federal Co-Chair, Denali Commission. 

TESTIMONY OF PETE JOHNSON, FEDERAL CO-CHAIR, DELTA 

REGIONAL AUTHORITY; EARL F. GOHL, FEDERAL CO-CHAIR; 

APPALACHIAN REGIONAL COMMISSION; AND JOEL 

NEIMEYER, FEDERAL CO-CHAIR, DENALI COMMISSION 

Ms. Norton of the District of Columbia. Mr. Johnson, then 
we will go right across the line. 

Mr. Johnson of Illinois. Good morning — good afternoon, rath- 
er. Good afternoon, Chairwoman Norton and Ranking Member 
Diaz-Balart, thank you for allowing me to be here today, and all 
the subcommittee members. We appreciate this opportunity to 
come before you today for me to talk about the Delta Regional Au- 
thority, which I started myself some 8 years ago. And I can’t tell 
you how difficult it is to get dot-gov when you start up in your or- 
ganization. But we started this at ground zero. And I want to pub- 
licly thank our friends at the Appalachian Regional Commission 
who were invaluable in helping us get this organization started, 
the Authority’s fiscal year 2011 proposed budget priorities and also 
our impacts on development and employment in our region. And 
while we were also invited to speak to our needs, the Authority 
currently has no authorizing needs to request today, and we are 
grateful that the Congress recently remedied two of our pressing 
issues. 

The Authority was reauthorized through 2012 and the 2008 
Farm Bill, and in 2009 our voting structure was extended for per- 
petuity. To better substantiate my statement, I would like to share 
with you some highlights from the March 2010 research report 
published by the Economic Research Service of the U.S. Depart- 
ment of Agriculture, where in its report, Impacts on the Regional 
Approaches to Rural Development: Initial Evidence on the Delta 
Regional Authority, the ERS made this statement: We find that 
per-capita income and transfer payments grew more rapidly in 
DRA counties than similar nonDRA counties, and these impacts 
are larger in counties where DRA’s spending was larger. Each ad- 
ditional dollar of DRA spending per capita is associated with an in- 
crease of $15 of personal income per capita between 2002 and 2007, 
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including an increase of $8 in earnings and $5 in transfer pay- 
ments. 

Clearly the impact on DRA’s Federal grant program is being felt, 
and that impact is in the poorest region in this Nation. Income 
growth is a function of job growth, and that is especially true in 
these harsh economic times. 

And I would like to provide some additional facts on both jobs 
and development our Federal grant program has had during this 
period of time and it is already funded to have in the years to 
come. 

The Federal grant program is probably one of the smallest things 
that we do, but it is the most politically sensitive thing that we do. 
And so we want to make sure that it runs very well and the way 
that the Congress would have it run. Specifically, to date, through 
the DRA’s Federal grant program and the work of its partners — 
and I might pause to say that through our local development dis- 
tricts we are able to achieve these results — almost 11,000 jobs have 
been created or retained through those projects that we have com- 
pleted. Almost 12,000 families have received new water and/or 
sewer. And more than 3,000 individuals have been trained for jobs 
in their job areas. 

One of the requirements we have in our job training is that there 
must be a letter from an employer that the individual who is being 
trained will be employed when they get out. Over the years we 
have seen programs like this that were more designed for the in- 
structors than they were for the students. 

Additionally, we project even stronger outcomes from our other 
projects which are already funded and underway, and projects by 
DRA’s participation agreements, which were mentioned a little bit 
earlier. More than 24,000 will be — 24,000 jobs will be created and 
retained, and more than 23,000 families will have new water and 
sewer, and almost 600 more individuals will be trained for those 
jobs. 

Without our strong partner of USDA and our being able to lever- 
age those funds, we would not be able to achieve many of those re- 
sults. Please remember, DRA’s participation agreements bind the 
grantees to an outcome level, which, if not met, requires the grant- 
ee to pay back the prorated share of the outcome shortfall. 

Quite simply, either the outcomes will be realized or the DRA 
will recapture that level of funding, and we have done that on occa- 
sion. 

Our budget priorities are evolving and are changing primarily as 
functions of the administration’s priorities, such as green econo- 
mies, regional centers of innovation and livable communities, and 
from our own research. 

In our most recent regional development plan, "Rethinking the 
Delta," released in 2008, we learned that the most important in- 
vestment we can make to grow our region’s employment is through 
improved health outcomes. Succinctly, for every 1 percent improve- 
ment in our community’s health outcomes’ life expectancy, we esti- 
mate a 4.6 percent increase in employment. Accordingly, the Au- 
thority is providing greater support for community and subregional 
health-care initiatives. 
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Let me quickly provide you some context and also enumerate 
some ongoing programs, and then briefly describe our major new 
initiative. Throughout our region, we know that among working 
adults our community’s average double-digit levels of Type 2 diabe- 
tes is enormous. And that prevalence worsens every year and at 
every cohort of age, gender and race, particularly African Ameri- 
cans. Obviously, workers who are sick cannot be as productive as 
they want to be, nor will they enjoy the life they deserve to have. 
And a child who is sick, even a toothache, cannot learn. 

Toward that end, we have partnered with USD A to create our 
pilot diabetes management centers, which are proving to be very 
effective in improving people’s health and productivity. A fantastic 
example of best practice is what this is. We have one underway in 
Helena, Arkansas. And we are about to begin two more sites, one 
in southeast Missouri and one in northwest Tennessee. 

Additionally, the Authority has two other ongoing programs to 
increase accessibility to affordable quality health care. Delta Doc- 
tors, which is a DRA J1 visa program, has brought more than 100 
physicians in the practice areas in the region that are underserved. 

Innovative Readiness Training Program, which is the Authority’s 
partnership with the Pentagon, where more than 1,200 people in 
our region have received free quality health care, and by the sum- 
mer of 2012 that number will grow to more than 7,000. 

Our new $1.5 million initiative is "Growing a Healthy Workforce 
in the Delta, an Action Plan," a very bottom-up approach to im- 
proving health outcomes. In this initiative, we will better align re- 
sources through better information, technological assistance and 
our grant program. We will improve local efforts, determination 
and outcomes, while increasing accountability to greater moni- 
toring and transparency. 

To save time, I ask that the plan’s executive summary be entered 
into the record as an appendix, Madam Chairwoman. 

Ms. Norton of the District of Columbia. So ordered. 

Mr. Johnson of Illinois. And I have it with me. Thank you for 
the time. 

Ms. Norton of the District of Columbia. Thank you very 
much Mr. Johnson. 

Mr. Gohl, am I pronouncing your name right? 

Mr. Gohl. Yes, you are. 

Ms. Norton of the District of Columbia. You may proceed. 

Mr. Gohl. Thank you very much. Madam Chair, members of the 
subcommittee, I am pleased to come before you this afternoon to 
discuss the President’s budget request for the Appalachia Regional 
Commission. The administration is requesting $76 million for 
ARC’s nonhighway work. This is level funding with the fiscal year 
2010 appropriation and reflects the administration’s strong com- 
mitment to Appalachia. The budget will continue ARC’s traditional 
focus on equipping communities with the basic building blocks of 
community and economic development. 

At the same time, we will help communities diversify their econo- 
mies, helping them take full advantage of the emerging recovery to 
create vibrant, sustainable, local economies. 

ARC is a Federal-State partnership serving all of West Virginia 
and 12 other States from — parts of 12 other States from the south- 
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ern tier of New York to northeast Mississippi. Our mission is to 
help the region reach socioeconomic parity with the rest of the Na- 
tion. 

Appalachia is marked by mountainous terrain and dispersed pop- 
ulation, serious environmental issues, and insufficient financial 
and human resources. The challenges have resulted in widespread 
poverty, unemployment and underinvestment. 

Appalachia has come a long way since 1965 when the ARC was 
established. The number of high poverty counties has been re- 
duced — has declined from 223 to 82. Infant mortality rate has de- 
clined by two-thirds. And the region’s high school graduation rate 
now nears the national rate — the national average. 

Despite these gains, Appalachia still lags behind on several key 
economic indicators. Per-capita income was 20 percent lower in Ap- 
palachia than the rest of the Nation in 2007. Roughly 20 percent 
of Appalachia households are not served by public water systems, 
compared to 10 percent in the rest of the country. And there is a 
widening gap between Appalachia and the rest of the Nation in 
terms of the percentage of high school students who go on to col- 
lege. 

Appalachia suffers economic distress in part because the econ- 
omy has been heavily dependent upon manufacturing, tobacco, 
steel and extractive industries. These are obviously sectors of the 
economy that have not grown over the last two decades. The region 
lost 423,000 manufacturing jobs from 2000 to 2007, and that was 
before the economic downturn. The fourth quarter of last year, 
nearly two-thirds of Appalachian counties had unemployment rates 
higher than the national rate. 

To address these challenges ARC’s work falls within two broad 
areas: First, the 3,090-mile highway system which is funded 
through SAFETEA-LU; and second is the area development pro- 
gram. 

ARC’s activities are organized along four broad goals that are in- 
cluded in our strategic plan. First, to increase job opportunities and 
increase per-capita income. Second is to strengthen the capacity of 
local families to compete in the global economy. The third is to im- 
prove the infrastructure of the region so it is more competitive. And 
fourth is to build the Appalachia Development Highway System so 
the area is not so isolated. The highway system has been the 
linchpin of the ARC development strategy. Almost 85 percent of the 
system is now open to traffic, but some of the most challenging and 
most expensive parts of the highway remain to be built. A 2008 
study showed that completing the ADHS will produce an estimated 
return for the Nation as a whole of $3 for every dollar invested in 
the system. 

While highways are critical to regional growth, they are not by 
themselves sufficient. As a result, ARC’s area development pro- 
gram provides economic and community development resources 
that range from basic infrastructure, workforce development, entre- 
preneurship, health care and local leadership development. ARC 
emphasizes a bottom-up approach, relying heavily on the network 
of 73 development districts to identify local priorities. These multi- 
county planning agencies help set the agenda for ARC. 
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Private investment also plays a critical role in economic develop- 
ment in Appalachia. In 2009 ARC’s job-creating projects attracted 
$8.75 of private investment for every $1 of ARC funds. Creating 
sustainable local economies requires the diversification of the re- 
gion’s economic base. Coal will continue to be a part of the Appa- 
lachian economy, but the region’s renewable energy assets can help 
broaden the economic base. Energy efficiency also has a significant 
contribution to make in job creation in the region. 

These opportunities can yield a substantial green economy in Ap- 
palachia. Creating a stronger, more diversified economy is the goal 
of the special interagency effort currently ongoing which is focused 
on Appalachia. Drawing together more than a dozen departments 
and agencies, this initiative expects to identify ways Federal pro- 
grams can be better tailored and coordinated to achieve greater im- 
pact in Appalachia. 

ARC believes that a regional place-based approach to economic 
development offers the best prospect for sustainable growth. It em- 
ploys strategies that are tailored to the needs of the region and 
take advantage of the region’s unique assets. 

We appreciate the support that this subcommittee has given us 
throughout the years, and we look forward to working with you in 
the common mission of ensuring Appalachia to achieve the socio- 
economic parity with the rest of the Nation. Thanks so much 
Madam Chairman. 

Ms. Norton of the District of Columbia. Thank you, Mr. 
Gohl. 

Ms. Norton of the District of Columbia. Mr. Neimeyer. 

Mr. Neimeyer. Thank you, Madam Chair and the congressional 
subcommittee members. As noted, I am here to discuss the pro- 
posed fiscal year 2011 budgets for regional economic development 
commissions, and specifically the Denali Commission in Alaska. 

Like the Delta Regional Authority, we thank the Appalachia Re- 
gional Commission during our start-up years. The administration’s 
fiscal year 2011 proposed program funding of nearly $16 million is 
directly connected to improving essential life, health, and safety 
conditions and promoting lasting sustainability for rural Alaskan 
communities. 

The barriers in Alaska created by size, geography, and lack of 
basic infrastructure still cause significant portion of our rural popu- 
lation to live without basic public facilities and endure lower health 
standards. The Denali Commission is proud to be in alignment 
with President Obama’s place-based focus, and we are pleased to 
present to you today on this important organization. 

The Commission has impacted many lives in our State and con- 
tinues to improve the lives of all Alaskans. Congress created the 
Commission 12 years ago with a vision to deliver the services of the 
Federal Government in the most cost-effective manner to rural 
Alaska. This small independent Federal agency is charged to move 
quickly to tackle systemic issues of rural development by listening 
to rural Alaskans’ concerns and working with the State of Alaska, 
local communities and tribes, to build basic community infrastruc- 
ture in sustained rural economies. 

The Commission’s infrastructure projects throughout the State 
proceed in an efficient, transparent manner with the involvement 
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of the people they serve. Over 2,000 projects have been funded to 
date by the Commission, in almost every community of the State, 
in numerous program areas including energy, health facilities, 
training, transportation and economic development. 

Most of our communities cannot be reached by road. Mountain 
ranges, waterways and sheer distance make a statewide electric 
system prohibitively expensive. The majority of rural villages are 
not connected to a major power grid. Many communities still lack 
basic indoor plumbing. 

Driving to another community to meet basic needs is not an op- 
tion to most Alaskan communities. Commissioners of the Denali 
Commission rely on well-established guiding principles: sustain- 
ability, accountability, inclusiveness, respect for people and cul- 
tures, and catalyst for positive change to meet the basic infrastruc- 
ture needs so many in the lower 48 States may take for granted. 

Having participated in the development of these guiding prin- 
ciples during the Commission’s first year, I can attest to the direc- 
tional value they provide for the staff, our program partners, and 
our stakeholders. In 2009 the Commission had over 700 active 
projects on the books, and to date the Commission has funded over 
2,000 projects. 

The Commission’s two legacy programs, energy and health, con- 
tinue to evolve and succeed through partnerships with strategic en- 
tities and are making a lasting impact for rural Alaska. Partner- 
ships with the Commission have resulted in the completion of 93 
community bulk-fuel tank farms, 48 rural power system upgrades, 
95 community clinics, 33 road projects, 30 waterfront projects, and 
many other community projects. More infrastructure projects are in 
the process of design and construction, and the Commission’s train- 
ing in economic development programs continue to contribute to 
improving rural economies. 

The creation of the Denali Commission was to address the dis- 
parities in social and economic conditions that exist in Alaska. 
Someday I would like to come back to this committee and report 
to you that the job is complete. Today is not that day. In fact, there 
is much more work to be done and this work is urgent and impera- 
tive. 

In closing, I would like to share with you all, that I was ap- 
pointed to serve as the head of the Denali Commission in January 
2010. I am extremely proud to serve in this important role. I would 
like to also share with you that I am the first Alaskan native to 
lead the efforts of the Denali Commission. I can tell you with cer- 
tainty that the Commission impacts the lives of all Alaskans, rural 
and urban. 

Thank you for your time and the invitation to address this sub- 
committee. 

Ms. Norton of the District of Columbia. Thank you very 
much, Mr. Neimeyer. 

Now, it was of some interest to the subcommittee to note that all 
three of you, as Federal co-chairs in one way or the other, have 
mentioned the impact of health-care availability as a leading factor 
in economic development in your respective regions. 

Have you at this time — and I realize how preliminary this must 
be — we are trying to get ahold of this bill ourselves and some of 
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it, of course, goes into effect immediately — have you any at least 
broad notions of the effects that the recently passed legislation may 
have on alleviating the conditions of health-care availability in 
your regions? And I also would be interested in whether you think 
there is job-creating potential in your regions from the health-care 
bill. Whoever wants to shout out first, go ahead. 

Mr. Johnson of Illinois. I am going to try to respond. When 
we started this, the Delta Regional Authority up, as we began to 
look at how we best solve the problems of the poverty that has 
been a part of it for 100 years, it became apparent that unless we 
addressed the chronic health problems of the region that we were 
not going to improve the economy. 

Ms. Norton of the District of Columbia. In other words, if 
you want businesses or economic development entities to come to 
a region that is full of diabetes and health habits that mean great- 
er insurance costs, greater absences, and the rest of it, they are 
likely to pass over you and go somewhere else where the health 
care at least seems under greater control; is that the case? 

Mr. Johnson of Illinois. It is the case. In the Delta region, I 
can tell you that most of our people wait until they are deathly ill 
and then go into an emergency room, and the cost escalates then. 
Easy access to affordable health care is essential to our turning the 
region around. 

Mr. Gohl. One of the facts of life in low-income areas is that 
many people in our jurisdictions 

Ms. Norton of the District of Columbia. Speak up, Mr. Gohl, 
please. 

Mr. Gohl. We have higher use of Medicaid and Medicare in 
many of our low-income counties than other areas of the Nation. 
And so at least many of our — high numbers of our low-income folks 
do have access to a public system, to a public option. But it is pret- 
ty clear that the health-care demands and the ability to create jobs 
through the health-care system, there really are great opportuni- 
ties. 

The first grant that I signed off on was about $400,000 for a re- 
quest from Governor Barber for a hospital in Tupelo, Mississippi. 
So there are great demands on our system to help support the de- 
velopment of the public health-care structure. But, really, there are 
great opportunities. It is very difficult at this point to project out 
what the impacts are. But I think it is pretty clear to us that we 
have great demands all across the board, whether it is diabetes, 
whether it is drug abuse, whether it is pediatric, dental care, or 
black lung. I mean all the issues are there, and they are very ex- 
pensive and they are very demanding. 

Ms. Norton of the District of Columbia. And Mr. Gohl you 
certainly have my condolences and, I know, the condolences of the 
committee and the Congress, for the recent tragedy in the coal 
mines in your State. 

Mr. Neimeyer. 

Mr. Neimeyer. Yes ma’am. The primary purpose of the health 
program of the Denali Commission was about health disparities 
and less about economic development. Most of the projects serve 
rural Alaska. And the approach that the tribal health system and 
the community health system strove in the past decade is to drive 
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health care out to the villages, out to the smaller communities. In 
so doing, we could presume that with better primary care services 
we have better health outcomes and less likelihood leading to 
chronic and severe health issues. So that has been the focus. 

With regard to the question of what impact does the recent 
health-care bill have with us, I have had a specific discussion with 
representatives with the tribal health system. They are now ana- 
lyzing it. Part of the health bill included reauthorization of the In- 
dian Health Service, and so there is a significant amount of legisla- 
tion in there that they are looking at, and then we are planning 
on talking with them. 

Part of the way we do business, we have five advisory bodies. 
One of the advisory bodies is our health steering committee. And 
we are teeing this question up this summer to talk about what does 
the new health-care bill mean to the way we do business. At this 
point I can’t tell you what that is, but we are working on it. 

Ms. Norton of the District of Columbia. Well, it is very in- 
teresting to note how all three of you have linked health care to 
economic development. And in that way, I think in some ways you 
are pioneers; that people proceed in areas that conceive of them- 
selves as better off, often without understanding the link. They 
don’t understand how people, how companies, look at particular re- 
gions and jurisdictions when deciding whether to go there or not, 
and how many factors are on the table in making that decision. 

Now, the cost of health care is, as everyone knows, the greatest 
escalating cost of all in our economy. This is very important for us 
to hear. I am just going to ask one question peculiar to each of you, 
and then I am going to go to the ranking member and the other 
members. 

Mr. Johnson, we need to know more about this notion that there 
has to be some payback if those with whom you contract do not 
meet the goals set for job development — how that would work — be- 
cause it is interesting enough to us to note whether it ought to be 
replicated in the other commissions. 

Mr. Johnson of Illinois. Yes ma’am. Well, I bring to the table 
an encumbrance that I was a former State auditor from Mis- 
sissippi, and being in that position, an understanding that I am a 
steward of tax dollars. When we began to look at these programs 
we were getting statements made to influence the Governors to rec- 
ommend a particular grant. And they would overstate the number 
of jobs that they were going to create. And then when it would 
come down to it, they would state 150 jobs, they may create 25. 
And so we wanted them to understand that we needed some truth 
in this. 

So we looked at a number of States and put together a provision 
that says that if you do not meet the standard that you said, if you 
do not employ the 150 people and you only employ 100 people with- 
in the timeframe that you say you will do it, then you will pay back 
a certain amount of that money. 

One instance in particular is Textron, which is located there in 
Greenville, Mississippi. I think the grant was around $387,000. 
They were there 4 months and left, and they paid back $340-some- 
thing thousand. And so it is working. 
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Initially there was a lot of acrimony. They were chafing. They 
didn’t want to have it. They didn’t want us to hold their feet to the 
fire. But this is not my money, it is the taxpayers’ money. And we 
were able to put that money back into the system and to get it to 
people who would keep their commitment. 

Ms. Norton of the District of Columbia. Now, this has not 
deterred people or businesses or investors from coming forward be- 
cause they think they may have to pay back some money if they 
don’t meet their goals? 

Mr. Johnson of Illinois. It has not been a deterrent at all. As 
a matter of fact, they are very pleased to do that. And we have 
clauses in there if there are economic conditions. There are some 
escape clauses that are reasonable. 

Ms. Norton of the District of Columbia. Just like Katrina, 
you don’t expect people to produce, then. 

Mr. Johnson of Illinois. Yes. Something that is totally unex- 
pected that they have no control over, like the tornado that went 
through Mississippi recently. Then, of course, there are escape 
clauses in there, and we work with them on that. There is no drop- 
dead clause in there. 

Ms. Norton of the District of Columbia. Do either of the 
other two of you see any issues with respect to such a clause? I 
mean, it has become a racket in this country. If you want to get 
some fancy company to move, let’s forget our regions, our economic 
development commissions for a moment, they outbid one another. 
There goes the taxpayers’ money. And I am not even sure there is 
follow-up. All that is necessary is to get this company in your juris- 
diction. 

I want to ask the other two Federal co-chairs, would you object 
to something similar in your own region, or do you think it 
wouldn’t work in your region? 

Mr. Gohl. I wouldn’t object to it. But the real trick to this is ask- 
ing the hard questions up front and being able to say no up front. 
Because an ounce of prevention in reviewing and asking the tough 
questions and pushing back is so much easier than down the road 
trying to fix something that someone has misled you about. I mean, 
that is the first key to this of not, you know, not taking in, being 
able to say no, asking the hard questions and not, you know, listen- 
ing to all the fancy talk that you get when people first walk into 
your office with a project. 

But going back and being able to hold people accountable, I think 
that Mr. Johnson said it best, this isn’t our money, this is the tax- 
payers’ money, and you have to have a great deal of respect for 
that and understand their hard work when people have made a 
contribution to their tax system to pay for these programs, and it 
is our obligation to hold individuals accountable. 

Ms. Norton of the District of Columbia. Mr. Neimeyer. 

Mr. Neimeyer. I would be very supportive of it. In this year’s fis- 
cal year 2011 proposed budget is language that requires the cost- 
share match, which is the first that we have seen. And when rep- 
resentatives from OMB asked me about it, I was very supportive. 
We believe that there should be skin in the game in projects. And 
I think this is just another example of skin in the game. Whether 
it is up front or even after the fact, I think it is important that the 
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agencies and the nonprofit organizations we work with know that 
we want serious work done. 

Ms. Norton of the District of Columbia. The subcommittee 
is going to have to take this testimony into account, particularly 
since I think it may be unique in Federal spending, frankly, Mr. 
Johnson. It may have to be taken into account way outside of the 
commissions, because it seems to have worked so well there. 

I am going to go to the Appalachian Commission with a question, 
and then to the Denali Commission. 

I was interested, Mr. Gohl, in your listening session with the 
U.S. Department of Agriculture where you seem to be looking for 
greater coordination among Federal programs and agencies, and 
that we really want to get on top of. Why did you find it necessary 
to have the listening session? Have you been working with the Eco- 
nomic Development Administration on this issue? Are you finding 
that there is ready and good cooperation when you need it from 
other Federal agencies? 

Mr. Gohl. Well, to answer your last question first, we have great 
cooperation with the other Federal agencies. We work very closely 
with EDA and also USDA on a number of projects, as well as 
Transportation. In fact, they manage our construction projects. I 
mean the reason why we can have a small staff and do infrastruc- 
ture and construction and highways is because we use other agen- 
cies to manage those contracts. 

But in terms of the listening sessions, there were two reasons for 
the listening sessions. The first is that this year we are required 
to rewrite — to review our strategic plan. And so part of the listen- 
ing sessions were to go out and talk to our constituents about our 
goals, our mission in the development of our strategic plan. 

The second element is that about 6 months ago the environ- 
mental quality folks at the White House brought together a group 
of agencies to work and to examine ways that they can work to- 
gether to strengthen the Appalachian economy more towards a 
transitional green economy than the current structure as it is now. 
And part of that process 

Ms. Norton of the District of Columbia. Could you talk more 
into the microphone, Mr. Gohl? 

Mr. Gohl. Part of that process of working with the interagency 
group was to go out and do these listening sessions. And we have 
done five of them in Alabama, North Carolina, Kentucky, West Vir- 
ginia and Nanticoke, Pennsylvania. And a number of Federal agen- 
cies have gone with us, as well as nonprofit groups from through- 
out the region, representatives of State and local government, and 
they really had the opportunity to sit down and work through some 
of the critical development issues and the long-term planning 
issues of particular regions. And we hope that coming out of that 
will be a number of ideas and direction on where we should be 
going the next 5 years with our strategic plan. 

Ms. Norton of the District of Columbia. Mr. Gohl, this is an- 
other idea. With Mr. Johnson, we have the idea of true account- 
ability: Pay us. Pay back. The notion of these listening sessions, 
which you apparently have taken throughout your region, does 
seem to us to be very beneficial and an idea perhaps that should 
be spread to other commissions, considering that many of them are 
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multi-State or all of them are multi-State, except for Alaska, of 
course. 

Mr. Gohl. And this is one of the strengths of the small agencies, 
that we are not stuck in the basement of a big agency, captured 
by a big bureaucracy, but we have the ability to move quickly, to 
respond and to be creative in the things that we do without a lot 
of bureaucracy that begins to hold us back. 

Ms. Norton of the District of Columbia. Thank you very 
much. 

Now, Mr. Neimeyer, you are really unique, you are different, be- 
cause you don’t cover a number of States, you cover one State, and 
I must tell you, you don’t have a population much bigger than the 
District of Columbia. But you are an extraordinary territory of land 
in our country, a very valuable territory of land, with some miser- 
ably poor people. Many of them, of course, are Native Americans. 
And you have got to somehow bring all of this together. And it 
could just as well be multi-State because I can see your challenges. 

There have been some concerns about this Commission. And I 
wonder if you think this Commission would benefit from some of 
the administrative structure of the other commissions that have 
not had some of the difficulties that the Denali Commission have 
had; a similar structure to the kind that, for example, is typical of 
these commissions. Do you think that would be useful? 

Mr. Neimeyer. Yes, ma’am, I do. We have had active discussions 
recently with the commissioners on this, and we talked with the 
delegation and with representatives of the Office and Management 
Budget. We do know that the way the act was written, it has cre- 
ated some initial administrative problems, and it is something that 
we should address. 

Having said that, I do need to note that we don’t have counties, 
we have 200 tribes; and the structure of the other commissions are 
set up in a different manner. And so if we go through the process 
of trying to look like the other commissions, which we are sup- 
portive of that, we do have to take note that we don’t lose that 
voice, that tribal voice. That is, a significant amount of our work 
is done in tribal areas, and so we want to make sure that they 
have that opportunity to participate in the process. 

Ms. Norton of the District of Columbia. It could not be a 
more important point, Mr. Neimeyer. You may not be Multi-State 
but in some ways you are more complex even than the States. And 
we are very pleased you are opening to whatever — you can call it 
whatever you want to — the reforms that would bring you into some 
kind of administrative structure. We don’t like to see any of our 
commissions ever attacked for any reason when we know what ex- 
cellent work goes on in those commissions. And if it would take 
some change of the administrative structure, let’s just get that out 
of the way, because you have a huge and glorious mission that you 
must do. 

Your notion about tailoring could not be more important. Yeah, 
we got these other structures; Appalachian; the ARC, of course, is 
a longtime structure. But I think you will find that each of the 
commissions has been tailored more easily perhaps to meet the 
structure that conformed to the particular commission’s mission. 



16 


I am going to ask Mr. Diaz-Balart if he has questions at this 
time. 

Mr. Diaz-Balart. Thank you, Madam Chairwoman. If it would 
be all right, I would like to ask unanimous consent to have the 
Honorable Mr. Young from the State of Alaska, former chairman 
of the full committee, to please be able to sit on the committee. 

Ms. Norton of the District of Columbia. Always a pleasure 
to have my good friend here with us. 

Mr. Diaz-Balart. What I would like to do also, Madam Chair- 
woman, if that is all right, I would like to give him the time that 
I have at this moment. 

Ms. Norton of the District of Columbia. So ordered. 

Mr. Diaz-Balart. Thank you, Madam Chairwoman. 

Mr. Young. Thank you, Mr. minority member, and thank the 
chairman for having these hearings. My interest here, of course, is 
all three commissions, believe it or not, and especially the Denali 
Commission. And, Madam Chairman, this has been an outstanding 
example of success. I recognize that there has been some question 
about how they operate. But as Mr. Neimeyer said, we are a little 
bit different. 

All due respect, there is more land east of the Mississippi, and 
that is Alaska. We have over 227 tribes in the State, and of course 
we have other communities within the State. And I am proud of 
what has been done with all the commissions. 

And Mr. Gohl, you said it rightly. Unfortunately, we have a lot 
of agencies that just don’t seem to function too well and jobs don’t 
get done, and the Commission stepped into that place in that 
arena. So I am quite happy with that. 

We have a unique thing in Alaska because of the high cost of 
fuel, Madam Chairman, that we have a migration problem now 
that is occurring into Anchorage and Fairbanks by Alaska native 
people because they can’t afford to live in the rural areas. And the 
Commission is probably the only way we can solve this by, quite 
frankly, improving living conditions, making sure that there are 
fuel tanks that have passed the EPA requirements and all the 
other requirements which have been very successful; building clin- 
ics so that they can have health care. And you have been quite suc- 
cessful in those. So this is overall a successful unit, and I want to 
compliment the whole Commission. 

I will say that I have had some worries about the Commission 
over the years because you are out in the open. In this Congress 
we have a tendency to attack that person. The single bull is the 
one that usually gets shot, not the one that is in the herd, so we 
have to consider that as we go through this business. 

But I have three questions, Madam Chairman, if I can, to Mr. 
Neimeyer. Does the Denali Commission complement but does not 
duplicate the work of other Federal Government agencies? 

Mr. Neimeyer. Yes, sir. When I applied for the position, to me 
that was the most exciting part about what the Commission can do. 
Mr. Johnson talked about the grant-making with Delta Regional 
Authority. The grant-making is very important, but it is that as- 
pect of working with the State and Federal agencies, with the re- 
gional corporations, in fulfilling village and local community needs. 
I think it is an important thing from my experience. 
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I served 25 years as an engineer mostly in rural Alaska, serving 
rural Alaska projects. If you don’t get that community voice, 
projects are not well-maintained thereafter and they may not be 
well thought out. And I think that is where the Commission can 
serve best, to ensure that the community voice is heard. 

So what I would like to see is that we work with agencies to hear 
that community voice and develop projects. Specific to comple- 
menting but not duplicating, the State of Alaska — this is an exam- 
ple — recently passed legislation for $300 million worth of weather- 
ization upgrades to residential housing all across the State. A lot 
of the housing work, a lot of those energy efficiency projects that 
are being done are done by construction crews that have received 
training dollars from the Denali Commission. So the Denali Com- 
mission can’t take credit for the State’s good work of that $300 mil- 
lion. But what we can say is that $300 million has gone farther be- 
cause those crews are trained. 

It is those kind of opportunities we need to look for how we can 
complement but not duplicate the other agencies that I look for- 
ward to working on. 

Mr. Young. This is a follow-up question, and you partially an- 
swered it. The Commission’s programs that resulted in economic 
development, job creation, and growth — and you just hit upon 
some of that because you tied in with the State in their weatheriza- 
tion program by using some of your dollars to train the people to 
go ahead and do the work. So this has been a benefit not just for 
projects, but actually for their future employment. 

Mr. Neimeyer. Yes, sir. One of the things that — the training pro- 
gram that we had in the very beginning, we targeted opportunities 
for projects that we funded. In other words, if we are building a 
rural bulk-fuel project, we provided training for welders and so on 
and so forth. Now, those are short duration jobs. They may last the 
length of the project. But what we are hopeful for is that those in- 
dividuals who receive that training then have the skill sets when 
other construction projects come in their town that they would be 
successful in competing for those jobs. 

The other part of it is there are some projects, especially the clin- 
ic projects, where you are not dealing with a commodity such as 
storing fuel or electricity; you are actually dealing about people; 
you know people are providing the service. And so we have a very 
successful program with the University of Alaska to provide train- 
ing for allied health careers for individuals to serve in those small 
community clinics. 

Mr. Young. Madam Chairman, if I could, I hope that you in the 
position of the chair would take and request from the Speaker an 
airplane — and maybe you can come to the State of Alaska and not 
only visit the grandiose mountains but go out and see some of the 
challenges my people have in an area that is huge. There are no 
highways. It is all air travel, boat travel, and adverse conditions, 
and how they have adapted; but how well the Commission has 
done their work and the benefits from it which wouldn’t have been 
done if the Commission didn’t exist. 

And if you haven’t been up there, I would urge you to set up a 
trip. And I am not on the committee but maybe I can show you 
around. If you don’t want me, you can go on your own, but come 
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to my State. I get to see your area all the time so you owe me one. 
Thank you, Madam Chairman. 

Ms. Norton of the District of Columbia. I would say to my 
good friend that I would love to come, especially if your wife will 
help guide me, who is also a good friend who knows these areas 
very well. And I have been to Alaska only once, and saw Alaska 
when it was a different time of day and night there than it was 
anywhere else in the world. But I have never been to some of — of 
course, I was to the part of Alaska, the capital, which is not unlike 
other capital cities in some respects. But I am impressed with what 
you speak of, the need to get an understanding — you know, there 
is poverty and there is isolation and then there is Alaska, where 
you have tribes who most Americans know nothing about, know 
nothing of their way of life or their particular challenges. 

Talking about tailoring, if we want to be helpful here, because 
we are not trying to wean people from their way of life, we are sim- 
ply trying to bring them some of what they are entitled to as Amer- 
icans. So I do think that in this committee, perhaps even a site 
hearing at some point might be in order, considering how very dif- 
ferent Alaska is. 

Now, before I go any further, and I know it would revert to me, 
but I am going to ask Mr. Cao if he has any questions. 

Mr. Cao. Thank you, Madam Chair. And all of my questions will 
focus on Mr. Johnson. 

Mr. Johnson, in your 2009 annual report, the report states three 
goals that you have for Louisiana: advance the productivity and 
economic competitiveness of the Louisiana workforce; strengthen 
Louisiana’s physical and digital connections to the global economy; 
create critical mass within Louisiana communities. 

My question is, what programs have you implemented in Lou- 
isiana to achieve these goals and what is the status of these pro- 
grams? 

Mr. Johnson of Illinois. Well, first of all, thank you and let me 
say I am a native Louisianian. I was in Cheneyville last week, and 
my relatives established the first church west of the Mississippi in 
Evergreat, Louisiana at Bayou Chico. So I have a special place in 
my heart since I went to high school there. 

The programs that we have implemented, and in particular 
where we think it will have the greatest impact, is through our I- 
Delta program. Three years ago we recognized the digital divide 
that was going on in the rest of the country and the need to pro- 
vide high-speed broadband to rural areas. We started getting appli- 
cations in, and I deemed those applications as falling within basic 
public infrastructure. So in particular, those efforts are underway 
throughout Louisiana. 

Mr. Johnson. [Continuing.] We have all but I think about eight 
of Louisiana’s parishes in our region. And Louisiana, the way that 
the dollars that are appropriated come into the Delta Regional Au- 
thority, Louisiana gets the lion’s share of those dollars. We have 
worked very closely with each of them. 

Mr. Cao. When you say the lion’s share, based on your 2010 
budget, it was appropriated $13 million. How much of that would 
go to Louisiana? 
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Mr. Johnson. Well, I would have to say I believe Louisiana gets 
about 17 percent of the dollars that come in, if I remember cor- 
rectly. It is a complicated formula that takes into consideration 
land mass, it takes into consideration the number of people unem- 
ployed, the total population, and the number of parishes that you 
have. And for that reason, Louisiana will get more money than any 
of the other States. 

Mr. Cao. And I am just looking ahead with respect to the oil spill 
in the Gulf Coast. Obviously, one of the most distressed commu- 
nities in Louisiana would have to be the shrimping communities 
along the Louisiana coast, Plaquemines Parish, I think St. Ber- 
nard. And I am just thinking about the potential devastation to 
these communities because of the oil spill. 

Have you looked into possibly programs to help these commu- 
nities? 

Mr. Johnson. We are limited by congressional mandate in our 
legislation as to what we can invest dollars in. And we do set aside 
money each year, it is a nominal amount, to meet unexpected 
events that might happen. But we are limited to investing a por- 
tion of our dollars in basic public infrastructure, transportation in- 
frastructure, workforce development, and business development. 
And so to meet an emergency need outside of those, we are limited 
by Federal law, and we would be unable to address any of the eco- 
nomic impacts unless it affected the infrastructure. 

Mr. Cao. Now, when you are looking at economic development 
initiatives and you say that you are bound by the letter of the law 
to see what you can venture into, who makes the final decision 
with respect to what can or cannot be done? 

Mr. Johnson. I do. 

Mr. Cao. Okay. And I am pretty sure we can be very creative in 
looking at ways to help distressed communities. Can’t we? 

Mr. Johnson. Well, that has been a real challenge as I have 
dealt with governments of the eight States. They have wanted to 
venture outside of that. And I think one of the reasons that the 
Delta Regional Authority enjoys the credibility that it does is be- 
cause we have followed the law very carefully to make sure that 
we met congressional intent. And for that reason, you have graced 
us with more money to be able to invest. 

Mr. Cao. Right. And you have to understand my frustration with 
interpretations of the law. For example, for the past year and a 
half I have been fighting FEMA for the recovery of New Orleans 
and the Second District, and they have interpreted the Stafford Act 
much more rigidly and narrowly than I would interpret the act. 
And those are some of my concerns, because, obviously, when you 
read a law or an act of Congress, different people might have dif- 
ferent interpretations. That is why we have the court system. And 
I am just wondering whether or not some of these plans, some of 
these initiatives that you say cannot be done cannot be interpreted 
otherwise. 

Mr. Johnson. Before we make decisions that are outside of those 
that we previously made, we consult with the Office of Manage- 
ment and Budget to ensure that it is consistent with the adminis- 
tration’s interpretation of the law. And so we work through that 
process. It is not a one-man show. 



20 


Mr. Cao. Just one last question. With respect to the fiscal year 
2011 budget, what other initiatives do you seek to implement in 
Louisiana, especially? And do you have any programs in the New 
Orleans Metropolitan Area? 

Mr. Johnson. We have no specific programs in the New Orleans 
Metropolitan Area. We respond to local development districts and 
to the mayors and the Governor in particular as to the projects 
that they want to fund. 

And I might comment that that is a challenge, and I think was 
alluded to a little earlier, that because of the amount of the dollars 
that come through our agencies, they don’t generally get the kind 
of attention that you would hope they would from the Governors 
themselves. And oftentimes you will have someone, who is not next 
to the Governor and directly involved in the process, they look of- 
tentimes more toward the grants program than they do what we 
can do to improve the overall economy of Louisiana. 

And with regard to ongoing programs, our Delta program is huge 
and will transform Louisiana, as will our highway program that we 
hope that the Congress will consider implementing that is similar 
to and mirrored after the very successful Appalachian highway pro- 
gram. And we think that will transform much of Louisiana. 

Our program with health and affordable health care and access 
to affordable health care is another part of what we hope will help 
Louisiana. 

Mr. Cao. Well, if my Governor is not interested, I am very inter- 
ested. So all of your money can go through me. 

Thank you very much. I yield back the balance of my time. 

Mr. Johnson. Thank you, sir. 

Ms. Norton of the District of Columbia. All right, Mr. Cao. 

Let me try to put on the record a few more answers from you. 
I am interested in knowing whether your programs, whether the 
Recovery Act, the so-called stimulus funding, has helped your com- 
munities through your programs in any way that you could tell us 
about. 

Mr. Neimeyer. I will begin. About 6 years ago, the Commission 
funded the planning and design, in essence, the preconstruction ac- 
tivities for the proposed Indian Health Service Nome Hospital, and 
I think it was about $15 million. What happened was, is over the 
course of 5 years the organization, the Norton Sound Health Cor- 
poration with the Indian Health Service, moved that project for- 
ward so that it was effectively construction ready, shovel ready. 
And when the stimulus package came through, it was one of two 
hospitals across the country that was picked for the Indian Health 
Service for funding. So $160 million of stimulus money went into 
the project. 

What is really a fun part of the story is that I have been in- 
formed there was a town in Montana that does steel fabrication, 
and the company was about to go out of business until they got this 
pretty sizeable order for this Nome Hospital. So the town was im- 
pacted by stimulus money from Alaska. And then the story con- 
tinues. There was a steel foundry town, I understand, in Arkansas 
that also provided the steel. 

Ms. Norton of the District of Columbia. Mr. Neimeyer, you 
are having effects well beyond Alaska then. 
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Mr. Neimeyer. Yes. And I think the interesting part of that story 
is the Commission had no hand in the stimulus money at all. All 
we did is we served as an agent to help bring the players together 
to develop the Nome Hospital. 

Ms. Norton of the District of Columbia. You had the shovel- 
ready hospital. 

Mr. Neimeyer. It was to the point where it was shovel-ready. 
And so when the stimulus money was there, it moved. 

Ms. Norton of the District of Columbia. And so the mate- 
rials needed to get it started, to get it going. 

Mr. Neimeyer. Are there, and they are under construction now. 

Ms. Norton of the District of Columbia. And those came 
from several other States. 

Mr. Neimeyer. Right. 

Ms. Norton. So the stimulus funding reached Alaska because 
you were shovel ready. And then you were able to reach to, is it 
Wyoming? 

Mr. Neimeyer. Montana and Arkansas. 

Ms. Norton of the District of Columbia. This is a classic 
stimulus tale, and we need to put on the record more about that 
and how it happened. But that is the kind of example that makes 
us understand what has happened, because it is sometimes hard to 
trace when you have got money. But here, we have traced money 
not only to a commission activity, but beyond it to what it takes 
to get that activity going. And it takes materiels and all that goes 
along with that. 

Do any of the other two of you have examples? 

Mr. Gohl. Madam Chairman, last week I was in Magoffin Coun- 
ty, Kentucky, which is a small eastern Kentucky community, about 
15,000, extremely low income. And over the last number of years, 
Magoffin County has been working to be able to have a new build- 
ing for its health department. Now, the health department in 
Magoffin County is more than a health department. It is every- 
thing. It is health, it is environmental permits, it is basic services. 
And over a period of years, ARC was able to provide funds to the 
point where they were able to build their building with local funds, 
our funds, and other Federal support. And as the building was 
coming together and was getting to the point of being completed in 
terms of construction, the stimulus program showed up and they 
were able to receive $100,000 for equipment to equip the center, so 
that as they moved into the center they were able to have state- 
of-the-art equipment to go into this new facility to provide services 
to this county that doesn’t have a hospital and doesn’t have a lot 
of services. And it serves a very, very low income population. 

Ms. Norton of the District of Columbia. That is another ex- 
traordinary example, Mr. Gohl. 

Mr. Johnson. 

Mr. Johnson. We have seen a significant impact primarily in im- 
proving access to markets with the paving of highways that have 
gone that were almost untenable and roads within communities. 
And our central office is located in Clarksdale, Mississippi, and our 
mayor was able to make infrastructure improvements that were di- 
lapidated and the town was falling apart. Thanks to this stimulus 
money, we have seen a substantial number of roads paved and peo- 
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pie put to work as a result of it. And I might comment that Clarks- 
dale is the home of the blues and Morgan Freeman. We would love 
to have this committee come join us, and I am sure he would be 
delighted to be there when you come. 

But we have seen it have a huge impact over the region. And it 
took a while for it to take effect, and there was a great deal of frus- 
tration and people calling in wanting to know why it hadn’t hit and 
blaming us for it and so on. But when it started to literally hit the 
road in our region, they began to see the effect of it, and we are 
grateful for it. 

Ms. Norton of the District of Columbia. It is interesting how 
roads continue to be such a factor in whether or not investment 
will occur in the region. 

Let me quickly ask, Mr. Johnson, you had the misfortune to have 
Hurricane Katrina in part of your Commission’s area. Have you 
seen progress in the Katrina-impacted counties as a result of your 
programs in particular? I realize huge amounts of money have had 
to come into two States. But when you look at your programs, 
whether or not you were able to leverage any of that and work with 
any of that or to be stimulated through any of that. 

Mr. Johnson. We have seen some effect of that. And probably 
the best example — and to talk about what Mr. Neimeyer and Mr. 
Gohl have talked about with our being small and the effect that we 
have. Shortly after Katrina, Congressman Melancon called me, and 
there was an application pending in the Polian bill for a water line 
to go out to the construction crew that would help rebuild that par- 
ish. And it was pending and he needed it very quickly. 

I called the Governors of the eight States together on a con- 
ference call the next morning, got them to approve the grant. The 
next day I was down there with the check, and they got the water 
going. We are able to turn on a dime. 

I must say that, because of the limited dollars that we have had 
and that the Governors have had to work with us, that we did not 
see an inordinate amount put into directly Katrina-related projects. 
We did see some water systems improve because they were over- 
loaded overnight. In Waterproof, Louisiana, the population went 
from 400 to 1,200 people overnight, and they could only run their 
water for a few hours during the day to give the water tower time 
to fill back up. So we came in and helped with that as we have in 
other areas. But because of the limited dollars that we have had, 
we haven’t been able to see the huge effect. And I must say that, 
in this instance, because of our ability to leverage — and DRA dol- 
lars are the only dollars in this region that can be used to leverage 
other Federal dollars. And so these economically distressed areas, 
that they may be able to apply for a USD A grant but they don’t 
have the money for the matching money. Well, our dollars can be 
used for that matching money, and it has changed people’s lives. 

Ms. Norton of the District of Columbia. A very important 
point you make, Mr. Johnson, that leverage — the Federal dollars 
for the commissions can leverage the Federal dollars. The impacts 
are very, very significant here, and you make a very good point. To 
ration money here while letting money go through other normal 
kind of State match prisms fails to understand the enormous 
leveraging effect, including leveraging Federal dollars, in commu- 
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nities that couldn’t possibly apply for Federal funds at all without 
a commission. 

So over and over again, we are seeing that penny wise and pound 
foolish does not pay when it comes to these commissions. If you 
really want to fund — and we have put gazillions of dollars into 
these States without the kind of leverage to the private sector, not 
to mention the Federal sector that your testimony has revealed. 

I am going next to the Appalachian Commission, because Mr. 
Gohl has mentioned outbound migration as still a significant prob- 
lem in terms of long-term viability of the region. 

In deciding to make investments, how do you assure that you 
have not invested in a region or part of a region that in 10 or 15 
years may be significantly depopulated? You know, it may be poor. 
But don’t you have to make sure that you are dealing at least in 
some kind of, I won’t say long-term, but some basis to believe that 
you are not simply throwing money in a region where all of the in- 
centives — or parts of the region, excuse me — are to leave, for what- 
ever reason, making it very difficult for the small amounts of 
money that you have at your command to reverse such a large 
trend? 

Mr. Gohl. Well, there are a couple things. First of all, in the 
awarding of dollars, every project that comes to us is something 
that a Governor wants to do, and it has been through a process, 
a review, an analysis, and a lot of questions asked. And we also 
have that responsibility. I am someone who often is overly skep- 
tical about proposals. But last week, I learned a couple of things. 
We were in Pikeville, Kentucky, and we were walking down the 
street. And a person we were with pointed out to me a retaining 
wall that the agency had helped fund. And I said, a retaining wall? 
Well, the retaining wall was put in place and, as a result, they 
were able to provide about 30 or 40 new low-income housing units 
along a street that had been devastated. There had been a series 
of a variety of problems in terms of deterioration and blight to the 
community, and also helped create and stimulate development of 
the Pikeville College. So it was obviously a long discussion and a 
lot of planning about that retaining wall, something that I would 
be inclined not to fund, in all honesty, if you just came to me about 
a retaining wall. But it was because there was planning, there was 
buy-in by the local community, and there was a plan for how to 
move ahead and how to create investment. 

So I think the answer to your question is a little long, but it is 
about the involvement of the partnership and the plan, and the 
commitment of the local officials and the local community to, this 
is what their idea is and this is what their dream is, and this is 
how they plan to get it. 

Ms. Norton of the District of Columbia. It wasn’t long at all, 
but it was very informative. And it is just the way these commis- 
sions are meant to operate, not in isolation. You are dealing with 
economic development in a State or a region, going through various 
parts of the matrix to make sure that what you are doing here has 
an effect on you and the region or the State. Very important to 
know that you don’t just sit there and say eenie meenie miney moe, 
this is what we need. But you are working within the larger re- 
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gional context, and these are regional commissions. Except, Mr. 
Neimeyer, this is a State commission. 

And, Mr. Neimeyer, I have got one or two questions for you, be- 
cause for reasons known to Alaska you have gone from a peak, an 
enviable peak of something over $140 million in Federal funding in 
fiscal year 2006 to a fraction of that for fiscal year 2011, $15.9 mil- 
lion. I would like to know what effect from 140 plus million down 
to 15.9 million, I would like to know what effect this decreased 
funding has had, and have you seen an increase in applications for 
grant funding or how — how is this Commission able to operate 
when they are seeing a matter of only a few years such a takedown 
of funds I suppose it had become used to? 

Mr. Neimeyer. Well, on a number of fronts we are responding. 
The first thing we are doing is, like I said, we had five advisory 
bodies. We are teeing up a question to each and every one of them: 
How do we start winding down our programs? And what does that 
mean? Because the way that I look at it is the Federal Government 
invested almost $1 billion over the course of 12 years for the Com- 
mission to develop very significant relationships, very significant 
working relationships with a number of partners. So I think that 
the Commission continues to add value based upon those relation- 
ships that have been built. 

I don’t know what the right number is that would continue that, 
but I do know that we continue to add value, and we have to look 
for those opportunities where we leverage other dollars. And we are 
starting to see other partners step up saying, well, the Commission 
doesn’t have money. We need to start moving forward ourselves. 

So what we are doing is we are trying to explore the niche of 
what we can do with less dollars. 

Earlier this week, I was in Fairbanks at a statewide energy con- 
ference, and that was one of the questions we were discussing: 
What are some of the things we can do? And it is not decided, but 
a lot of the stakeholder groups are saying you need to be investing 
in planning and community development. And those opportunities 
to reduce energy consumption, not by 50 percent, but 10, 15 per- 
cent here and then 10, 15 percent there, and then as you start 
doing so, it starts adding up. But I think, even with reduced fund- 
ing, we will continue to add value based upon the historic relation- 
ships that have been built. 

Ms. Norton of the District of Columbia. We will be watching 
the Denali Commission very closely given the strains that obvi- 
ously has been put on you, to see — most commissions used to rising 
a little bit at a time and not to this kind of takedown of money, 
especially where that money is so necessary. 

But you mentioned energy and energy conservation, which has 
been of course one of the most significant focuses of the Commis- 
sion, and particularly in some of Alaska’s most isolated commu- 
nities. Now, there was a 2007 request for information indicating a 
need for 185 projects, energy projects, totaling $2 billion. Now, with 
no conceivable way to fund this kind of need in the near future, 
how do you plan to address this need? Or is that just off the table? 

Mr. Neimeyer. No, ma’am, I wouldn’t say it is off the table. A 
lot of what you are looking at is that we have power plants that 
have not been replaced that we do need to replace, older tech- 
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nology, the transmission systems may be of older technology and 
may not be as efficient. So if you are thinking about it as an air- 
plane, we have got a lot of 707s out there and we don’t have 737s 
in play. So that is a lot of what the $2 billion is about. And so what 
it results in is a higher cost, unit cost kilowatt hour to the resi- 
dents. And so it is a matter of changing out those systems so that 
the costs are reduced. 

We have been particularly struck hard by energy costs. We are 
paying double, triple what we were just paying years ago. And it 
is very hard on our communities. 

Ms. Norton of the District of Columbia. Well, I can under- 
stand why you gave it such priority and the crying need in this in- 
dustry rich State as it turns out. 

I am going to ask the ranking member if he has any questions. 

Mr. Diaz-Balart. Thank you, Madam Chairwoman. Actually, 
just one, going back to an issue that I mentioned before to Mr. 
Johnson. 

Earlier this year, we received testimony that the DRA uses par- 
ticipation agreements for its Federal grant program. And as you 
highlighted in your testimony, that if the specific outcomes do not 
take place, do not materialize, that the grantee is required to re- 
turn a pro rata share of its funding. We appreciate, by the way, the 
follow-up that we received from that hearing on the issue and I 
want to thank you for that. Are these agreements working? And do 
you have examples of when funds may have been needed to be re- 
couped? If you could just kind of give us a little bit of some 
thoughts on that. 

Thank you. 

Mr. Johnson. Well, I must say, when we first implemented the 
program, that it was met with a great deal of resistance. And we 
were tested only once. We audit these projects while they are in 
progress. Our local development districts help us audit them, and 
then our staff will go into the field and work with our local develop- 
ment district representatives to audit them to make sure that they 
are achieving. We actually go into their books and look at their 
books to see that these are legitimate employees, and we don’t just 
walk around and see how many people are working. So we audit 
their books to make sure that they are achieving these levels. 

The initial resistance came in the application process. And once 
they realized that we were serious about it, we really haven’t had 
much difficulty in recovering any funds. 

I can tell you that we are watching a couple of projects very 
closely because we just are very skeptical as to whether or not they 
were being truthful and whether or not they were telling their Gov- 
ernor the truth. And so we are following them very carefully. We 
hope that they will be able to achieve the levels that they said they 
would; but if they don’t, we will get the money back. 

I mentioned earlier that the example that jumps out at us first 
and is one of the biggest was with Techtron, and when they did not 
employ the number of people that they said they would for as long 
as they said they would. There is a time factor in here that they 
are able to ramp up to that employment level that they tell us and 
so that they can achieve it within a reasonable period of time. 
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It is not an unreasonable document at all. It is very fair. It says 
the only thing we are asking you to do is we ask you to do what 
you tell us you are going to do. And if you don’t do it, then pay 
us back a reasonable amount of that money that would be fair. And 
we think it works very well for us. 

Mr. Diaz-Balart. If I may, Madam Chair, just to follow up. Do 
you think the fact that you have that language in there, the capa- 
bility of going back and getting some of those funds if they don’t 
do what they said they are going to do, do you think that is part 
of the reason that you are not having to go back and get some 
money, because of the leverage? 

Mr. Johnson. Yes, sir, I do. I think that is a big part of it. I 
mentioned earlier, I was the Mississippi State auditor and I con- 
ducted over 1,100 investigative audits and 3,500 routine audits and 
I put a number of people in jail. So they knew that I was serious 
when I said that I was going to come and get that money. And I 
think that had an impact on it. It didn’t take long for them to real- 
ize that we were going to get our money back. Yes, sir. 

Mr. Diaz-Balart. Thank you, Madam Chairwoman. 

I just want to commend you for your efforts. And people have a 
hard time coming up with money, and we have a responsibility to 
make sure it is well spent. And I have rarely heard of an example 
as specific, concrete, and as effective as what you are doing. I know 
it is easier to just ignore it, but I want to thank you for it. Thank 
you. 

Ms. Norton of the District of Columbia. Thank you very 
much, Mr. Diaz-Balart. You see, Mr. Diaz-Balart is just as inter- 
ested as I am in the notion of a rebate of some kind. And, of course, 
we have for the record that there is no objection of the others for 
such a provision. We are, of course, looking at the next reauthoriza- 
tion as well when we have these budget hearings. And after con- 
sultation with the commissions, based on what appears to be a 
quite successful procedure used in the Delta Commission, we would 
certainly like any reauthorized bill to authorize other commissions 
to employ such procedures. 

And what Mr. Johnson said about auditing is so important. You 
know, if you work with people all along, you don’t get to the atom 
bomb. You know, you don’t need the nuclear remedy if you help 
them all along and they know you are watching. If they think you 
are not watching, that is a license to walk away with the tax- 
payers’ money and just say, look, that is the best I could do. So we 
not only are looking at your model for possible use by the other 
commissions; we are also looking at it in the larger context of Fed- 
eral spending in the same way and we recognize the uniqueness in 
many ways of Alaska. But the notion of making sure that the kind 
of coordination you are getting, Mr. Gohl, is endemic in the way 
these commissions operate. 

The notion of these listening sessions, going to parts of the 
States which may not even think about having communications 
with Federal agencies that may have the greatest impact on the 
particular jurisdiction, and USDA or the Department of Agriculture 
is a classic one for many of these commissions. But the whole no- 
tion of actually having a conversation with the Federal agencies 
when you are a small community may seem to be well beyond you. 
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Well, it shouldn’t. They are there to serve the smallest along with 
the ones you hear about all the time, the big cities which have 
staffs who can speak for them and keep in regular touch with 
them. 

So we are also interested as we look to reauthorizing the bill to 
greater coordination and empowering and suggesting and author- 
izing commissions to engage Federal agencies directly with smaller 
communities that may never have had a direct communication, and 
we ought to start it right up through these commissions. 

I want to thank each of you for this testimony. It has been very 
informative. You have educated us. We don’t have hearings just to 
find out what is happening out there. We have hearings essentially 
as problem-solving hearings. We can’t solve the problems sitting up 
here in Washington, but you have certainly helped us to solve prob- 
lems for the greater good of the commissions that we are now be- 
ginning to proliferate across the United States. And thank you very 
much. 

And I am going to call the final panel as I dismiss this panel. 

Michael Norton, no relation. We are pleased to have Michael 
Norton of the Northwest Arkansas Economic Development District. 
Leonard Winchester, Western North Carolina Education Network. 
And Cecil Groves, President, Southwestern Community College. 
And if we begin with Mr. Norton, we would be pleased to receive 
testimony from all of you now. 

TESTIMONY OF MICHAEL NORTON, EXECUTIVE DIRECTOR, 

NORTHWEST ARKANSAS ECONOMIC DEVELOPMENT DIS- 
TRICT, INC.; LEONARD WINCHESTER, MANAGER, WESTERN 

NORTH CAROLINA EDUCATION NETWORK; AND DR. CECIL 

GROVES, PRESIDENT, SOUTHWESTERN COMMUNITY COL- 
LEGE 

Mr. Norton. Chairwoman Norton, Ranking Member Diaz-Balart, 
and members of the subcommittee, thank you for the opportunity 
to testify today on behalf of the activities of the Federal-State Re- 
gional Commissions. My name is Michael Norton, and I serve as 
the Executive Director of the Northwest Arkansas Economic Devel- 
opment District in Harrison, Arkansas. I also currently serve as 
President of the National Association of Development Organiza- 
tions. 

There are four points I would like to briefly mention from written 
testimony. One, the existing and emerging Federal Regional Com- 
missions need consistent Federal support to capitalize on the 
unique intergovernmental partnership model. 

Two, a key element of the successful regional commission model 
is the link made at the local level by the network of multi-county 
local development districts. 

Three, given current economic conditions, the Federal Regional 
Commissions are uniquely positioned to provide distressed regions 
of the country with the resources and attention needed to overcome 
persistent economic distress. 

And fourth, the Federal Regional Commissions are not intended 
to replace or duplicate other Federal programs. 

I would like to focus my oral remarks on a success story that was 
made possible through the support of the Delta Regional Authority. 
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Often characterized as a one-stoplight county that is too small for 
a McDonald’s or Wal-Mart, Searcy County has a poverty rate that 
is among the highest in the State of Arkansas and almost twice the 
national average. In Searcy County, the City of Marshall water and 
wastewater system were in need of significant improvements, spe- 
cifically within the commercial and business area of the city along 
the U.S. Highway 65, which runs near the Searcy County airport 
and industrial park. Our organization worked with community 
leaders to secure a $257,000 grant from DRA for water and waste- 
water improvements. During this time, funds were also provided 
from the Arkansas Department of Economic Development to con- 
struct a new health unit that was to be located in the industrial 
park. 

Petit Jean Electric Cooperative, which is the local electric service 
provider, was also looking for a site to construct a new work facil- 
ity. However, the Searcy County industrial park’s wastewater serv- 
ice was considered unusable for such a facility and was almost 
passed over until the DRA provided funds to make the necessary 
improvements. As a result of DRA’s investment, Petit Jean pur- 
chased a site in the park and then donated land back to the county 
in which to locate the Searcy County Health Unit. 

In addition, as a result of the improved infrastructure in the 
park, the Highland Court Rehabilitation and Resident Care Facil- 
ity decided to also locate in the industrial park. It is a 78-bed, 
30,000 square foot physical therapy center that was completed in 
2008. 

The seed funding provided by DRA allowed more than $10 mil- 
lion in additional public and private sector funding to be leveraged 
and generate more than 80 jobs in the rural community with a pop- 
ulation of roughly 8,000 people. The project would have represented 
a lost opportunity were it not for the targeted assistance provided 
by DRA. 

Thank you. And I would like to welcome any questions. 

Ms. Norton of the District of Columbia. Thank you, Mr. 
Norton. 

Leonard Winchester, Manager, Western North Carolina Edu- 
cation Network. 

Mr. Winchester. Thank you for this opportunity to share with 
you some of the details of a model project funded partially with 
ARC funds. 

WNC EdNET, Western North Carolina Educational Network, in- 
volved connecting all of the public and charter schools in a six- 
county area in western North Carolina and the Cherokee Indian 
Reservation. It is a cradle-to-the-grave-type project, built on the 
foundation of communication, collaboration, and cooperation. We 
operate with the unanimous consent of our member institutions. 

On this foundation then followed the construction contracts, 
equipment acquisition, installation, configuration, training, staff 
development, and, today, widespread use. A success story. 

This required approximately 500 miles of fiber in the rural area 
involving some of the most difficult terrain you will find anywhere. 
Much of this was new construction. This summer, we will complete 
the last school and end up within budget of just over $6 million. 
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The pricing that we got from Balsam West FiberNET was much 
lower than the market price. 

Through this low pricing and volume pricing agreements that we 
negotiated with other vendors, many of the schools did things out- 
side of the scope of our project. They connected bus garages, main- 
tenance facilities, offices, and acquired a lot of additional equip- 
ment. WNC EdNET connected each school to a central hub. The 
State of North Carolina leveraging e-rate funds connected the hubs 
to a State network and, in turn, to the rest of the world. 

We have today a world-class fiber-optic network operating in 
western North Carolina. It is currently serving over 20,000 stu- 
dents. One example is that this year we had 1,175 students taking 
online courses. Prior to WNC EdNET, this could not have been 
done. Student teachers can remotely observe model teachers in dis- 
tant locations. This knowledge and expertise sharing is easily done 
with this technology. The applications are endless. 

In a sister project, we also connected Graham County govern- 
mental facilities, providing them with additional fiber marketable 
for economic development. 

"If you build it, they will come" may not always be true, but if 
you don’t build it, they can’t come. A major tech company could 
come to our mountains now, set up a company, and get direct ac- 
cess to 56 Marietta. I call 56 Marietta our connecting point. Like 
Silicon Valley, it is a major connecting point in the Southeast. 

This is transportation infrastructure. It transports information. 
Its uses are unlimited, both good and bad. The same highway that 
someone builds may provide a bank robber with a quick getaway, 
but it also provides a doctor with a quick trip to the hospital that 
saves somebody’s life. We don’t want an emergency situation where 
the only resources are the few people who happen to be standing 
right in front of us. We want immediate access to the knowledge, 
skills, and resources as the rest of the world. We also believe that 
we have knowledge, skills, and resources to offer the rest of the 
world. This information transportation infrastructure can’t be ac- 
complished without Federal help and Federal intervention. 

In asking you for continued support, I offer you this. WNC 
EdNET is a model project, a poster child-type project. When you 
have taxpayers say, show me what we get for our money, send 
them to see me. We will show them some good old-fashioned south- 
ern hospitality and an infrastructure project that will knock their 
socks off. 

Thank you, Madam Chair. 

Ms. Norton of the District of Columbia. Thank you, Mr. 
Winchester. 

Finally, Dr. Cecil Groves, President of Southwestern Community 
College. 

Mr. Groves. Madam Chair, thank you very much, members of 
the committee, pleased to be here and support also the testimony 
of Mr. Winchester. 

Our story — and I do have a document, as I said today and will 
comment today, but also another document that relates and reflects 
also to the same subject. 

Ms. Norton of the District of Columbia. We will accept that 
for the record, Dr. Groves. 
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Mr. Groves. Thank you very much. This is an extraordinary 
achievement. It is a success story of how planning, integrated with 
support, can lead to great outcomes. 

In 1999, Southwestern Community College was faced with a 
problem of what to do about an infrastructure to where we were 
required to go to a digital-related infrastructure to continue our 
interactive television program. We found out at that moment in 
time we simply could not afford the costs associated with doing 
that, and we would have to cancel the program or find alternative 
sources. 

We went to the Appalachian Regional Commission and said, we 
have a problem, but so does all of far western North Carolina: We 
can’t get digital access. We don’t know what the process is. We 
went to the State and others in trying to get explanations of what 
the cause of these problems were, and we really couldn’t find out. 
And Appalachian Regional Commission, along with matching funds 
from the State and other independent providers, provided South- 
western Community College roughly $1,500,000 to do a detailed 
study of what was the issue associated with lack of access to rural 
Internet access for broadband resources. 

This project took 3 years in study. We went to numerous busi- 
nesses, industries throughout our region. We studied this from the 
legal point of view, from the political point of view, from the tech- 
nology point of view, understanding the business cases associated 
with this. We looked at various access of strategic partners who 
could work with us. What could we do to solve a problem that was 
enormous in our region that would limit any future development 
unless it was resolved? We learned some critical lessons. 

First, it was confirmed that the digital divide, given our rugged 
terrain, our mountainous region and sparse population, was a tre- 
mendous limitation for any telecommunication provider to come 
into that region. 

Second, we learned that the more traditional economic demand 
model used classically was simply not going to work in favor of our 
region. 

Third was, as most of the proposed funding models that had 
State funds involved exclusively or Federal, were all short-term. 
They didn’t allow for a long-term resolution to the issue, particu- 
larly for our isolated region. 

Finally, by doing this project we learned and gained sufficient 
technical, legal, regulatory, financial knowledge that was required 
in doing this how to do a fiber-optic deployment in our region on 
our own. 

So armed with that information made available by the study we 
did, funded and supported by the Appalachian Regional Commis- 
sion, we decided in our far western region to solve our own problem 
and do what it took to get fiber-optic network high-speed into our 
region, understanding the demands that was possible. 

So we went to two primary providers — persons of interest. One 
was a company located in Franklin, North Carolina, Drake Enter- 
prises, that had a very large operation providing financial products 
to various accounting firms, tax accounting firms, and the Eastern 
Band of the Cherokee, located in Cherokee, North Carolina. 
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The college had our needs to try and upgrade our system to a 
digital base, and we gathered together and said, how can we re- 
solve this problem? Is there enough mutual interest here to find a 
solution that helps the people of our region? 

Fortunately, Drake Enterprises, privately owned, was a very be- 
neficent organization. It had supported the region with that family 
owning that going back five generations living in the region. The 
Eastern Band of the Cherokee, resulting from resources that they 
had received, also interested in remodeling and redoing their eco- 
nomic base, said we are interested. And the college, we were trying 
to tie together our campuses. And, with that, we decided to take 
on a project of building a fiber-optic network throughout six west- 
ernmost North Carolina counties, including the adjacent counties of 
Tennessee and Georgia. 

We were told when we started this project: It can’t be done. You 
can’t build fiber-optic backbone through a mountain. It is just too 
difficult and simply too expensive. We were told that at the State 
level and nearly all levels that it is just not possible. 

Well, thanks to Appalachian Regional Commission funding, we 
now have over 300-plus miles of fiber-optic backbone throughout 
the mountains of North Carolina. Not only that, that has now been 
extended another 150 miles, and it is all placed underground, and 
in the most safe, secure processes, along with electronics, with it. 
And it was built by a local company and local labor. 

Second, it was said, assuming you could build it through the 
mountains, who would pay for such a costly venture? Where would 
you even get the money to consider it? Fortunately, Drake Enter- 
prises and Eastern Band of the Cherokee, understanding their 
needs and a willingness to commit to serve the communities, what 
we call patient capital, to understand the investment that is going 
to take place to keep the money in the region, said: We will put 
the money up, and they put up $15 million. We built then that 
fiber-optic network through those mountains and made it oper- 
ational. 

This now represents 10 years since this project started. It has 
now been in operation and business itself now 4 years. It forms the 
backbone that allowed the public schools to organize and tie their 
communities together electronically. 

Then, incidentally — I need to add a couple things. There was no 
way, we were told, that you could get a private company to work 
with a sovereign nation, the Eastern Band of the Cherokee. How 
could you form a business enterprise between two such diverse or- 
ganizations? We did. And we did it because it served a mutual pub- 
lic good. And I would say, when public good can be served through 
a private sustainable endeavor, you have the best of both worlds. 
Everybody had a common need in mind to serve the people and 
serve the community in here. 

Finally, the most difficult part, I might say, was not the tech- 
nology, it was the politics, the issues of putting that together and 
the legal issues associated with it. We were able to work through 
that process, again thanks to Appalachian Regional Commission’s 
funding, to understand the business of the telecommunication busi- 
ness and put our plan together. 
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Today, over 300 miles of fiber in place, 50 more miles of that 
comes through metro areas, 113,000 fiber miles, 600 conduit miles, 
operating at technology levels equivalent to any major telco in this 
country. It meets OC-192 speed, one of the highest speeds you 
could find. 

Our goal when we started was to provide the people in rural 
North Carolina with the lowest possible cost, accessible, com- 
parable to what they would pay if they were in the urban areas, 
at the same quality level of service as if they lived in urban areas. 
That process has been in place, it is in place now. We serve our 
hospitals, our public agencies, our public schools, and we serve as 
the backbone of connectivity for our public schools throughout the 
region. 

And one classic example of the importance of this. Before we 
started this project, if you had had a car wreck and you were taken 
to one or more of the local hospitals and you had to have an x-ray, 
it was faster to drive the x-ray once it was done to the neighboring 
doctor’s office than it was to transmit it electronically. It saves 
lives, it saves money, it saves resources, and it is a classic example 
again where proper planning supported by public dollars to private 
investments of funds in a situation that everybody said you 
couldn’t do. 

Rural America has capacities and capabilities if given the oppor- 
tunity often to resolve issues. Fortunately, we had two great enter- 
prises, Drake Enterprise and Eastern Band of Cherokee, who 
looked at this process, looked at our study, looked at the materials 
put together, and said: We will invest in this, and it is important. 
There is no public funds or State or local in the building of this 
network. 

Thank you. 

Ms. Norton of the District of Columbia. Having heard from 
all three of you, I say, wow, because the testimony has been quite 
instructive. For example, Mr. Groves, your commission starts out 
with only — I use that word advisedly — a study. In effect, what you 
did was the marketing study, the feasibility study for Drake. Now, 
normally Drake and similar companies would have to care enough 
or have the funds enough to want to expend that themselves to see 
whether they ought to do it. 

You speak of all of the barriers. They are extraordinary. Did your 
study show that Drake could turn a profit within a certain amount 
of time? 

Mr. Groves. Yes. What we looked at with the studies, Drake 
knew full well, as did the Cherokee, the length of time it would 
take for them to return. We call that patient capital. They said, We 
will invest. It is good for our company. They understood the finan- 
cial world; that was their business. But it is good for the people of 
North Carolina and it is good for the people especially of western 
North Carolina, and we will return the profit that we need. We 
may not do it in 1 year, but we will do it within 3 years. Today, 
that operation is profitable and it works. 

Ms. Norton of the District of Columbia. Today it is profit- 
able? 

Mr. Groves. Yes. We are expanding very rapidly and meeting 
the needs of our area. 
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Ms. Norton of the District of Columbia. And normally when 
broadband or new technology comes in, there is a — pardon me — 
stickup of the local jurisdiction or the State to say, okay, you put 
in some money and then maybe the company will put in some 
money. 

You say this is — there was no Federal or there was no State 
funds? 

Mr. Groves. Madam Chair, in the building of the fiber, no. That 
is wholly owned by Eastern Band of the Cherokee and Drake En- 
terprises. They put up all the money. The Federal dollars were the 
Appalachian regional dollars, matched by — it came out to $1.5 mil- 
lion, allowed us to do the study that took 3 years that laid the 
predicate to do all this. 

Ms. Norton of the District of Columbia. $1.5 million has le- 
veraged — and give us the figure at the moment. Has leveraged 
what? In terms of dollars. 

Mr. Groves. It leveraged a hard asset, a dollar value of $15 mil- 
lion put in and asset value far more than that. 

Ms. Norton of the District of Columbia. And growing. I must 
say, when you say the hardest thing was the politics, wow. I can’t 
imagine politics would be hard. If a company wants to do this on 
its own dime and in a locale which presents nothing but barriers, 
geographic barriers and, I might add, some demographic barriers, 
who in the world was against this? I mean, how could anyone be 
against it? 

Mr. Groves. A lot of people didn’t understand what we were 
doing and didn’t think we could do it. It was impossible. And I 
think there is always that uncertainty. And then there was some 
control issues, too. It was, actually, if we could do it, maybe others 
might, too. 

Ms. Norton of the District of Columbia. And apparently 
there wasn’t much risk, because the risk was going to be with the 
company, and the Federal Government had already funded the 
study, saving the company and the private sector that, and 
leveraging what was apparently an extraordinary study, if it could 
make people spend money the way you made Drake feel it should. 

Let me ask, Mr. Norton, beginning with you. Here we find our 
regional commissions in a worse turndown than every other part 
of the United States, 50 States, all the Territories and the District 
of Columbia all went out at the same time. 

Could you give me some notion of the impact on programs oper- 
ated by regional commissions you, who are I believe the chairman 
of the commission representing NATO and president of the board 
of directors representing these commissions. They find themselves 
in the middle of this catastrophe that we called the Great Reces- 
sion. Here, they are trying to just move where the rest of the coun- 
try is. 

How do you keep going when you find yourself doubly and triply 
disadvantaged by having perhaps what you have, the progress you 
have already made retracted? And have you found that that has oc- 
curred? What is your view of how these commissions have been 
able to continue to operate? Have they been able to continue to 
make progress not withstanding this economy? 
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Mr. Norton. Well, you are exactly right, Madam Chair. These 
regional commissions were created to serve the most poor counties 
in our Nation. In our case, and the Delta Regional Authority is an 
example. It affects many States up and down the Mississippi and 
42 counties in Arkansas alone, many more in Louisiana and Mis- 
sissippi. And you are exactly right, that these programs help bring 
together planning on the part of those commissions. 

One of the important issues to always remember is these dollars 
can be used to match other Federal dollars and leverage those dol- 
lars. So that is a very important factor among these regions. 

Although there were disaster money in Louisiana, Mississippi, 
and Arkansas, and those who received catastrophic and Federal 
designation, the congressional requirements to meet those pro- 
grams did not change at all. But, by a result of the regional dollars 
through the Delta Regional Authority, you could use those to match 
some of those Federal dollars, so that was very important, and pro- 
vide them. 

And you are right. For some of these communities, you are mere- 
ly trying to open the door to the economic development. If busi- 
nesses were knocking at their door, there might not be a need. But, 
again, you are trying to serve amongst the needy. And they don’t 
have the dollars. Those who are in the greatest need do not have 
the matching money to meet many of these Federal programs. So 
this program leverages Federal dollars that comes to their region. 

Ms. Norton of the District of Columbia. And of course, the 
commissions are known for doing what Dr. Groves has described, 
doing the homework for the investor. And you are so right, Mr. 
Norton. They are not going to come knocking at your door and say, 
What have you got for me that maybe I can invest in now? We find 
through our committee that even at the top realm of, for example, 
developers, they are having trouble getting money themselves. And 
these are people who usually find it very easy to get money. So the 
notion of being able to continue to make progress even if not in ac- 
tually doing what you were doing, let us say, 5 years ago, would 
seem to me to be most important. 

Do you, Mr. Winchester, and you, Mr. Groves, find that there are 
ways to keep moving forward in this climate when investors can’t 
get funding themselves from the banks? Is there a way for — that 
studies or other things you can do to make sure you don’t suffer 
a setback even if you can’t move ahead to do some of the things 
with the private sector you would otherwise have done? Can you 
make preparations, in other words, for what will surely be, we are 
already seeing, a turnaround in the economy? 

Mr. Winchester. Yes, Madam Chairman, there are things you 
can do. But probably the biggest thing that you can do is very sim- 
ple, and that is just not to give up. A lot of times you don’t know 
what the next step is going to be. You do not know right now four 
years from now what door will open financially. 

When we were working on the planning on this there was not a 
Balsam West FiberNET. This company they created. You know we 
knew what we needed, but we did not know where it was going to 
come from or how we were going to pay for it. And then we didn’t 
know too that when Phil Drake and the tribe formed this company 
that was one business enterprise. They had their fiber network 
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they wanted to bill for their business case. The schools wanted a 
fiber network. When we put that out for bid, this company, their 
bid was like a factor of 10 under any of the other bids we got. That 
is returning something to the community. The difference between 
two companies bidding on a project like this is how much they 
mark it up. Because both companies subcontract to someone else 
to actually do the construction and those costs are pretty constant. 
So by this group offering to build our network at the very low price 
that they did, it wasn’t free, but we will never see prices like that 
again on fiber construction. 

Ms. Norton of the District Columbia. Just a point you make. 
As we sit in this committee tracking the stimulus funds, the first 
thing we say is for goodness sake, build it now, when everybody is 
looking to make a buck and hard to make a buck, so you get prices 
you will never get again. And your notion about opportunities, Mr. 
Winchester, you know, they don’t come knocking at the door any- 
way, you got to have a lookout. Opportunities present themselves. 
They can pass you on by while you are stuck in some notion about 
what the opportunity has to be. That is how the private sector op- 
erates, and it looks like that is how the Commission operates as 
well, given your testimony, the testimony we have heard from all 
three of you. 

Mr. Groves — Dr. Groves. 

Mr. Groves. Madam Chair, one of the things that sometimes pe- 
nalizes rural areas is the inability to collaborate our work in uni- 
son, our work together. That is where the Appalachia Regional 
Commission comes in. Oftentimes in a rural area it is hard to have 
one party come forward to bring a common picture. And when you 
look at areas one county by itself may look very poor, but combined 
with six, seven, eight, nine or 10 counties together in collaboration 
you get some wonderful things done. Oftentimes it takes a third- 
party outside in formation who can create that energy, can create 
that conversation, can bring the folks together and can focus very 
narrowly on what are the core issues. 

Balsam West results from a core problem; that is, we knew the 
future was going to be based on access to very high speed tech- 
nologies available for business, industry, schools, hospitals. And we 
said that is the core infrastructure problem for western North 
Carolina for at least the first part of the 21st century. Once that 
is settled in everybody said this has got to happen, then the issue 
is how do you make it happen, and you get a unified approach to 
it. That is one of the hard things to do. And again, the ARC was 
very, very helpful in helping us paint the picture, put the details 
together and then understand the business. Otherwise we would 
not have had a chance to understand how the business worked. 
Once we understood how it worked and what happened we felt we 
could do this, and we sure did. 

Ms. Norton of the District Columbia. Well, the ARC was 
helpful in that. There is a lot to be shared in all of this. And cer- 
tainly your experience, certainly you, Dr. Groves and Dr. Win- 
chester, does show we can’t keep ourselves mired in the 20th cen- 
tury. You understood that broadband might be more important 
than, you know, a new road through those mountains, because the 
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new road is broadband and it opens up instantly roads that were 
unheard of. 

I have one more question for you. I am so impressed by what I 
have learned as chair of this subcommittee from the commissions 
that I would like to understand what the regional commissions 
could do to benefit nonrural communities. For instance, I men- 
tioned that you have in this Nation’s capital, it is only a medium- 
size city, but you have got some of the same things you will find 
in, let us say, a State like New York State. In one end of the State, 
you have some of the richest people in the United States and the 
world. In other parts of the State you have a huge thriving middle 
class. And then you have parts of New York State that look exactly 
like Appalachia. Well, in a real sense, unable to pass up analogies, 
as I am, I look at my own city with some of the highest income peo- 
ple, and by the way, the city has one of the highest education levels 
in the United States, and you can understand that with the Fed- 
eral Government located here, it has a large black middle class, a 
large white middle class, and then it has got on the other side of 
the river, if this were divided into counties the, two wards, as we 
call them, on the other side of the river that look a whole lot like 
what we find in the Southeast Crescent, further into rural Virginia 
and going on down, 28 percent unemployment, 30 percent poverty 
rate, right alongside or on the other side of the river from more 
prosperous communities. 

How might a regional community benefit even a portion of a 
more urbanized community that has had systemic poverty? Are 
there lessons to be learned from rural communities by these impov- 
erished communities often alongside rural communities, suffer the 
same fate, but because they are seen as some other model, city 
model for example, they don’t have the same enterprising ap- 
proaches that we see in the commissions. Do you think they could 
be adapted to urban areas, parts of urban areas it would be, that 
suffer from the self-same statistics and poverty levels? 

Mr. Norton. Well, as a local development district or regional de- 
velopment district 

Ms. Norton of the District Columbia. I can’t hear you, Mr. 
Norton. 

Mr. Norton. Sorry. I will try to get this a little closer a little 
bit. 

As a regional development organization in the local DD, as they 
are called among the regional development like DRA, in the Appa- 
lachian region they use the local development districts to imple- 
ment. My district is a good example. I have nine counties in north- 
west Arkansas. At one end of my district is the corporate head- 
quarters of Wal-Mart, Incorporated, Tyson’s Food, J.B. Hunt, and 
other Fortune 500 companies. The other end of my district is 
Searcy County, the example that I gave you, which is one of the 
most rural and impoverished counties in our State, that falls in the 
Dealt Regional Authority. 

But working through this, it is important to keep it all in per- 
spective among the business communities and working together, as 
Dr. Groves said. Transportation is important because those people 
living in those impoverished counties commute to and work in 
micropolitan areas and other regions. But they have to be part of 
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the plan, that has to be a part of the overall planning. And the dis- 
tricts can serve as a liaison between the State and local govern- 
ments, nonprofit organizations and the private sector working to- 
gether to accomplish much of this. 

Other things we do are conducting outreach activities among 
those local governments, making them aware of what these re- 
gional development commissions provide, and then working with 
them to develop the projects. 

So yes, working as a region I think you can work through these 
things as the examples that both of my colleagues here today men- 
tioned. People can work out of their house if they have broadband. 
What they could sell among their neighbors as a seamstress, for an 
example, they can now sell around the world to Hong Kong, Japan, 
and be an international market. So all of that is very important 
that we plan and look at our regions. 

Mr. Winchester. Madam Chairman, I am sorry but I have zero 
experience in urban situations and would not dare offer suggestions 
or criticisms in that area. 

Mr. Groves. Madam Chair, I have worked in some urban set- 
tings. Oftentimes I think the difficulty is you have multiple vari- 
ables, more than you have in rural areas, to cope with. And your 
question was about organizations like ARC and others and how 
they would work with that. I think one of the factors that is impor- 
tant is somehow be a convening group of information and a 
verification of information. Often what occurs in settings like that, 
my experience, is that information is not trusted. And it is hard to 
build coalitions on data or information where there is no trust. 
That is where some communities, urban I have seen, have had of- 
tentimes set up almost research groups outside the university sec- 
tor on its own to verify certain things the community wants to do; 
studies that have some validity to it, or at least believed to have 
validity sufficient to organize and bring people together. 

I think commissions like ARC can help facilitate that, to bring 
that sort of veracity, knowledge, information into what is consid- 
ered a neutral way to build coalitions of people and cause conversa- 
tions to take place that otherwise might not happen. I think that 
is probably one of the best things. And out of that you would hope 
then some models could emerge which they could be shared against 
such commissions as to how you might approach some of these 
problems, some workable problems, and best case solutions. 

Ms. Norton of the District Columbia. Thank you. Indeed, the 
notion of the studies, going from the studies that you have done in 
rural areas that have been so credible that they have impressed 
the private sector, using universities and others outside of the nor- 
mal governmental apparatus, is very intriguing. Because obviously 
the city or State wants it and now trusted by the investor, I am 
not so sure they are always trusted by the population to be bene- 
fited. But the notion of having a study that you can rely upon, that 
you can verify might in itself, if nothing else, be of some value in 
urban areas. And I don’t think that any such thing occurs in urban 
areas. 

Indeed, one of the most important things that these commissions 
have done is to harness the university sector. Extraordinarily use- 
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ful. We want to spread that throughout anything we do, especially 
with the new commissions. 

Finally, let me say we are very concerned that given what these 
commissions can mean that we have not been able to secure fund- 
ing for them yet, there is some funding for the Southwest Crescent, 
some initial funding there, we are going to work very hard using 
an appeal for funding from everybody who wants some money, 
which is always the case. And the Federal Government is the 
granddaddy of funds and so you know people’s eyes glaze over. 

What you have done in offering your testimony is to give us doc- 
umentation for the benefit to the Federal Government and the Fed- 
eral dollar, the many times leverage of the Federal dollar, even for 
something as inexpensive as a study, we simply cannot be beat by 
anything we do. 

All we do is hand out money. We are glad to do it where the ne- 
cessity is there, but without anything like the rigor, the account- 
ability and the bottom-up involvement of communities that has 
produced the success you are able to report. 

So you enjoy the greatest respect from our subcommittee and the 
committee. 

The full chairman of the committee was an originator of the idea 
even before he came as a member of the staff. I think this is his 
very favorite part of his many jurisdictions which involve some of 
the most colossal ones like roads and trains and the rest. 

So you do have great respect and great advocacy from this com- 
mittee and this subcommittee. And may I say how very much I 
have appreciated your very informative testimony and that, like 
the testimony of those who preceded you, they will help us in the 
next reauthorized bill. 

Thank you very much for coming to Washington. This committee 
is adjourned. 

[Whereupon, at 4:20 p.m., the subcommittee was adjourned.] 
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Thank you, Chairwoman Norton and Ranking Member Diaz-Balart for holding this hearing to the 
proposed Fiscal Year 2011 budget requests for the economic development commissions. 

As we continue to work toward an economic recovery, our economic development commissions are 
critical to spurring the economies in these economically distressed regions. These commissions are 
model Federal-State partnerships where the Federal Government and the States must work together to 
spur economic development in the region. This partnership creates economic development strategies 
that have been developed by the people who know the needs of their community best and can work 
with the Federal government to reduce poverty, unemployment, and bring economic growth and 
prosperity to the region. Recessions affect different regions of the country differently and economic 
development commissions are critical to help communities across the country emerge from the 
recession more vibrant than before. 

In my home district the Delta Regional Authority has helped with the development of the New Bourbon 
Port Authority in Ste. Genevieve County. This targeted investment in infrastructure will help the 
surrounding community by the growth of small communities who will use the port to ship and receive 
goods. The New Bourbon Port Authority will also help get people back to work immediately. During 
the course of construction the project will create 150 jobs. Additionally, the New Bourbon Port 
Authority will bring long-term economic strength to the region, creating 75 full-time, permanent jobs 
right in Ste. Genevieve. 


In closing, I want to thank our witnesses for joining us today and I look forward to hearing their 
testimony. 
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Good morning and welcome to today’s hearing entitled “Proposed Fiscal Year 201 1 
Budgets for Regional Economic Development Commissions, Priorities and Impacts on 
Regional Economies and Employment.” Today, we are doing important oversight of the 
budgets of the three newly created federal Regional Economic Development Commissions, 
as well as the four established Regional Economic Development Commissions, to evaluate 
their start-up. 

Economic development was not a specific mission of the federal government until 
Congress passed the Public Works and Economic Development Act in 1965 (the Act) and 
established the Economic Development Administration (EDA). EDA was created to 
alleviate conditions of substantial and persistent unemployment in economically distressed 
areas and regions. The mission of EDA today remains much the same as it was when 
originally founded. EDA has stated that, to fulfill its mission, it must be “. . .guided by the 
principle that distressed communities must be empowered to develop and implement their 
own economic development and revitalization strategies.” As our hearings have 
documented, the Act has been enormously successful, particularly in using modest federal 
funds to attract and leverage considerably more in private sector funds. The success of 
EDA has created the impetus for the Regional Economic Development Commissions that 
we will be hearing from today. 

Last Congress, the House of Representatives passed the Regional Economic and 
Infrastructure Development Act of 2007. The bill organized five Regional Economic 
Development Commissions under a common framework, providing a more uniform 
method for distributing economic development funds to distressed areas throughout the 
regions most in need of such assistance. The five commissions were: the Northern Border 
Economic Development Commission, the Southeast Crescent Regional Commission, the 
Southwest Border Regional Commission, the Delta Regional Commission, and Northern 
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Great Plains Regional Commission. Eventually, all the Regional Economic Development 
Commissions were passed in the Food, Conservation, and Energy Act of 2008 (P.L. 1 10- 
246). 


The Northern Border Economic Development Commission, the Southeast Crescent 
Regional Commission,, and the Southwest Border Regional Commission were created in P.L. 
110-246, and axe designed to address the problems of systemic poverty and 
underdevelopment in those regions. P.L. 110-246 also reauthorized the Delta Regional 
Commission and die Northern Great Plains Commission. The administrative and 
management procedures for these Regional Economic Development Commissions are all 
modeled after the successful Appalachian Regional Commission, the first of the Regional 
Economic Development Commissions. 

The Denali Commission is currently the only Regional Economic Development 
Commission under this Subcommittee’s jurisdictions that does not have the same 
administrative structure in addition to not being under the same authorization schedule as 
the rest of the Regional Economic Development Commissions. We are planning to remedy 
this discrepancy in the next authorization. We will need to bring these programs in 
alignment to properly assess their role in economic development and to help them to 
enhance their mission. 

Our intent in creating these commissions was to provide additional funding for 
projects that stimulate regional economic development and to promote the character and 
industries of the regions without supplanting existing institutions and programs that provide 
funding. In these times of severe budget constraints, we need to be mindful not to duplicate 
programs, and of the necessity to target scarce resources in areas that will bring the highest 
investment return while addressing the needs of our most distressed communities. The 
Subcommittee is interested in hearing from the witnesses on how their Regional Economic 
Development Commissions fit into this premise. 

Although unemployment is still high, there is reason for optimism that the U.S. 
economy is beginning to emerge from the “Great Recession.” It will be important to 
leverage scarce federal resources to help maintain emerging gains and to focus on long-term 
growth strategies to buffer the American economy from further sustained disruption. We 
are especially interested in the strategies for economic development in areas that suffer from 
chronic unemployment and high rates of poverty. Even within my own district, there are 
severely distressed communities. For example. Ward 8 reported unemployment as high as 
28.5% just a few months ago and a poverty rate for individuals over 30%. Given these 
daunting statistics, Ward 8 would benefit from coordinated assistance similar to that received 
by many counties included in these newly established Regional Economic Development 
Commissions. Such distressed areas benefit from sustained planning efforts and the leverage 
federal investments can provide for private investment. The work of these Regional 
Economic Development Commissions is part of a coordinated federal effort to enhance 
economic opportunity nationwide by increasing the overall productivity of economically 
distressed and poor communities, and thus their share of the country’s general prosperity. 
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We look forward to hearing testimony from all our distinguished witnesses about 
the status of these commissions, their work with local partners and their progress in carrying 
out their mission. 
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I want to thank Chairwoman Norton and Ranking Member Diaz-Balart for 
holding this very important hearing on the economic development commissions and 
their Fiscal Year (FY) 2011 budgets. With a combined FY 201 1 budget request of 
$106,650 million for the regional economic development agencies, these agencies have 
the critical task of spurring economic development activities across an enormously 
distressed region, made even mote so by the current economic downturn. 


In 1 965, 1 was a member of the staff of this Committee when the Appalachian 
Regional Development Act was signed into law by President Johnson, creating the 
Appalachian Regional Commission (ARC). I was a strong supporter of ARC then, 
and I continue to support the concept of regionally focused economic development. 
I know that the framework of a focused, regionally based economic development 
agency works because I have seen it work through the years by providing jobs, 
training, infrastructure investment, and creating real economic opportunities in 


distressed areas across the nation. 
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Locally developed, community-based economic development strategies have 
the benefit of being conceived of by the people who know their own communities 
and can set priorities and appropriately partner with Federal agencies, such as the 
Economic Development Administration (EDA), to reduce poverty, unemployment 
and population loss. Regional economic development agencies have also 
demonstrated their ability to attract and leverage private investment in a region. In 
the case of the ARC, that means leveraging nine dollars of private investment for 
every one dollar of Federal funds. The importance of regional economic 
development agencies is clear and apparent as an increasing number of comities 
across the United States have seen the employment gains achieved in the last decade 
erased due to the loss of their manufacturing industries, investment capital and 
population. 

Improved access to basic infrastructure such as highways, telecommunications, 
water and sewer, and health facilities — the basic foundation for economic 
development — have been the hallmarks of the economic development agencies’ 
success. From this foundation, the ARC for example, has been able to cut by more 
than half the number of high-poverty counties in Appalachia from 295 counties in 
1960 to 1 16 in 2009. In the last decade, the Denali Commission has constructed 96 
health care clinics, 63 road and waterfront projects, and 151 energy and power 
projects. Since its inception, the Delta Regional Authority has completed nearly 300 
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projects that have provided water and sewer sendees to nearly 12,000 families. Delta 
Regional Authority funded projects have created or retained over 10,000 jobs in the 
region. 

In 2008, the Committee reauthorized the ARC, the Northern Great Plains 
Authority and die Delta Regional Authority for five years, and created and authorized 
the Southeast Crescent Regional Commission, Northern Border Regional 
Commission and the Southwest Border Regional Commission. 

Each of these regional economic development agencies ate under the 
jurisdiction of this Committee. The Committee takes its responsibility for oversight 
of these existing and newly-created agencies seriously. Furthermore, given the 
economic conditions that led to their creation, die Committee believes it important 
that all of the recentiy-created economic development agencies have an appointed 
Federal Co-Chair and funding consistent with authorized funding levels to support 
the regions they were created to serve. 

With the emphasis on creating jobs, the Committee encourages the continued 
development and implementation of an aggressive economic development agenda. 
Regional partnerships between local communities. State governments and Federal 
agencies must continue to be emphasized. Increasing and improving the alignment of 
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Federal programs and resources is increasingly important, not only for program 
effectiveness, but due to fiscal realities. As a part of this effort, I intend to 
aggressively move forward with the reauthorization of EDA and to reinforce EDA’s 
existing policy of regionalism and Federal partnerships within the economic 
development community. 

The witnesses that we will hear from today bring a broad array of experience 
on economic development issues and are from regions as diverse as Appalachia, the 
Mississippi Delta, and Alaska, and include the Federal Co-Chairs from the ARC, 
Denali Commission, and Delta Regional Authority. I look forward to hearing from all 
of the witnesses this afternoon about the regional economic development agencies, 
their programs and funding, and the impact that these commissions have had on the 
economies of these diverse regions. 
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Madam Chairwoman and Members of the Subcommittee: 

I am pleased to come before the Subcommittee this afternoon to discuss the President’s 
budget request for the work of the Appalachian Regional Commission. 

The Administration is requesting $76 million for ARC'S non-highway work. This is level 
funding with the FY10 appropriation. At a time of difficult budget choices, this reflects 
the Administration’s strong commitment to Appalachia and the 25 million people who 
call Appalachia home. 

The budget will continue ARC’S traditional focus on equipping communities with the 
basic “building blocks” that are essential for economic and community development. At 
the same time, it will emphasize the importance of working with communities to diversify 
their local economies. The goal of the Administration’s budget is to position 
communities across Appalachia to take full advantage of the emerging economic 
recovery and create robust, sustainable local economies. 

ARC is a federal-state partnership serving all of West Virginia and portions of 12 other 
states along the Appalachian mountain chain, from the southern tier of New York to 
northeast Mississippi. It was created to close the profound socioeconomic gaps 
between Appalachia and the rest of the nation. Our mission is to help the region reach 
socioeconomic parity with the nation. 

Appalachia has come a long way. When ARC was created in 1965, one in three 
Appalachians lived in poverty. Today, the poverty rate is 13%. During that same time, 
the number of high-poverty Appalachian counties declined from 223 to 82. The more 
than 400 ARC-funded rural primary care health facilities have helped improve access to 
health care and reduce the infant mortality rate by two-thirds. The region's high school 
graduation rates now meet the national average, with ARC helping build and equip 700 
vocational education centers. Over the past five years alone, ARC infrastructure 
projects have provided over 122,000 Appalachian households with access to clean 
water and sanitation facilities. 

These gains have transformed the region to one of great contrasts. Some communities 
have successfully diversified their economies, while others, particularly in central 
Appalachia, remain isolated and require basic education and infrastructure 
improvements such as roads and water and sewer systems. 

As a region, Appalachia confronts a combination of challenges that few other parts of 
the country face - mountainous terrain, dispersed population, environmental issues, 
lack of financial and human resources, and weak track record in applying for and 
receiving funding assistance. The combination of these special problems, aggravated 
by an economy reliant on a relatively small number of economic sectors that are in 
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decline, has resulted in concentrated areas of poverty, unemployment, and 
underinvestment. 

On key indicators of economic vitality, Appalachia still lags behind the rest of the 
country. For example, per capita personal income and average earnings were 20 
percent lower in Appalachia than in the nation as a whole in 2007. And proprietors’ 
income and dividends and rent — a key measure of regional wealth — are only two-thirds 
of the national average. Roughly 20 percent of Appalachian households are not served 
by a public water system, compared with 10 percent of the rest of the nation's 
households, and 47 percent of Appalachian households are not served by a public 
sewage system, compared with a national average of 24 percent. And the gap between 
Appalachia and the rest of the nation in the percentage of high school students who go 
on to college is widening. 

To better assess progress in completing its mission, ARC developed an index that 
compares the economic condition of Appalachian counties with all counties in the nation 
(based on unemployment, per capita income, and poverty rates). Appalachia has more 
of the economically weakest counties and fewer of the economically strongest counties. 
More than 20 percent of the nation’s weakest counties are in Appalachia, while the 
region has only 5 percent of the nation’s strongest counties, which are often the engines 
that drive local economic growth. 


The Appalachian Economy 

Appalachia suffers economic distress in part because its economy has been 
disproportionately dependent on manufacturing, tobacco, steel, and extractive 
industries, sectors which have been in decline over the past two decades. From 2000 
to 2007, Appalachia lost 424,000 manufacturing jobs and an additional 35,000 jobs in 
farming, forestry, and natural resources. And those job losses came before the 
recession hit. 

Between 1995 and 2005, one out of three American jobs lost in the apparel sector and 
one out of five jobs lost in textile manufacturing occurred in Appalachia. Primary-metals 
sectors, such as steel, have lost 21,000 since 1995. The furniture industry, which had 
been a robust source of jobs in southern Appalachia, is facing severe challenges from 
imports. Even the coal industry has lost almost 50,000 jobs since the 1980s, due 
largely to productivity gains and mechanization. 

The current economic downturn has exacerbated these trends, affecting Appalachia 
even more severely than other parts of the nation. Overall, the rate of job loss has been 
more pronounced in Appalachia than in the nation as a whole, with Southern 
Appalachia bearing the most significant losses. Over the course of the current 
recession, the region has lost all of the jobs it had gained since 2000. Let me restate 
that: fewer people are employed in Appalachia today than were employed in 2000. In 
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the fourth quarter of last year, nearly two-thirds of Appalachian counties had 
unemployment rates that were higher than the national average. 

Over the past decade Appalachia experienced slower population growth than the nation 
as a whole, with 179 of ARC'S 420 counties actually experiencing net population loss 
between 2000 and 2008. The out-migration of working-age residents has yielded an 
Appalachian population that is older than the national average (14.3% are over age 65, 
compared to 12.4% nationally). At the same time, Appalachia has higher rates of 
cancer, heart disease, and diabetes than the nation, in a region where it is much more 
difficult to access treatment and affordable care. 


ARC Programs 

To tackle these socioeconomic challenges ARC'S programs focus on two broad areas: 
a 3,090-mile highway program to connect Appalachia with national and international 
commerce, funded through SAFETEA-LU, and a non-highway area development 
program to create jobs, stimulate economic growth, provide needed infrastructure, and 
improve the quality of life across the region. 

These activities are organized around four broad goals outlined in the agency’s strategic 
plan: increase job opportunities and per capita income, strengthen the capacity of 
Appalachia’s citizens to compete in the global economy; improve the region’s 
infrastructure to make Appalachia economically competitive; and build the Appalachian 
Development Highway System to reduce the region’s isolation. 

The Appalachian Development Highway System has been the linchpin of ARC’S 
development strategy since the agency’s creation. Almost 85 percent of the system is 
now open to traffic, but some of the most challenging, and expensive miles, remain to 
be built. 

In 2008 ARC released a study suggesting the potential economic benefits that will flow, 
not just to Appalachia, but to the national economy at large, from completing the ADHS. 
By 2035, economic activity sparked by the ADHS will generate an estimated 80,500 
jobs, resulting in $3.2 billion annually in increased wages, as well as an estimated $2.1 
billion annually in value-added activity resulting from market accessibility gains 
associated with the ADHS. The estimated return for the nation as a whole is $3 for 
every $1 invested in completing the ADHS. 

While highways have been at the heart of our work, ARC recognizes that in today’s 
global economy, Appalachia needs not just a highway system, but a transportation 
system that can better move goods in international commerce. ARC has been focusing 
on how our communities can take better advantage of the ADHS corridors by tying them 
to broader transportation strategies, such as intermodal facilities and inland ports. 
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I am pleased that the Congress recently extended the SAFETEA-LU programs, 
including the ADHS, through December 31, 2010. In addition to providing funding 
stability to our program over this year, this extension gives the Administration time to 
work with the Congress to craft a new comprehensive long-term reauthorization bill to 
address the nation’s transportation needs. 

While highways are necessary for regional economic growth, they are not by 
themselves sufficient. Consequently, ARC has a non-highway program that helps 
communities with a broad range of economic and community development resources. 
Each year almost half of ARC’S nonhighway funding supports basic infrastructure 
projects such as the construction of water and sewer facilities and telecommunications. 
ARC often provides the first public water supply for residents of isolated communities in 
rural Appaalchia. The remaining funds target other ARC priorities, including workforce 
development, entrepreneurship, healthcare, and local leadership development. 

ARC emphasizes a bottom-up approach, relying heavily on a network of 73 local 
development districts to identify local development priorities. These multi-county 
planning and development agencies, whose boards are composed of local elected 
officials and private sector leaders, help set the agenda for ARC and their staffs assist 
communities in securing funding, not just from ARC, but from other agencies and 
foundations as well, for critical local development projects. They are well-positioned to 
emphasize regional approaches to economic development, having a vision that 
transcends local jurisdictional lines and a knowledge of funding sources that can unite 
the resources of multiple agencies to meet a community’s needs. 

An independent evaluation of ARC infrastructure projects funded between 1998 and 
2004 found that the sampled projects leveraged private-sector investment of $1 .7 billion 
and helped create 17,800 new jobs. Private investment has played an important role in 
the economic development of Appalachia, and in FY2009 ARC’S job-creating projects 
attracted almost $8.75 of private investment for every $1 of ARC support. 

ARC annually designates counties according to their economic condition, and ARC 
targets its funds to the areas of greatest need. By law, at least 50 percent of its grant 
funds each year must go to projects and activities that benefit the region’s economically 
distressed counties and areas. ARC routinely spends over 60 percent of its grant 
dollars on these activities. 


Economic Diversification 

Throughout much of the past fifty years, the Appalachian economy has been dominated 
by a small number of sectors, many of which are now in decline. Creating sustainable 
local economies will require a diversification of the region's economic base. ARC has 
undertaken a number of steps to help the region move in this direction. ARC often does 
this through special “regional initiatives," reserving a small portion of our funding that 
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can be used only on projects in certain topical areas. These dollars spark innovative 
regional approaches that can be replicated in communities across Appalachia. The two 
current regional initiatives focus on telecommunications and asset-based development, 
particularly in energy. 

The telecommunications initiative emphasizes the importance of broadband access 
and use in developing the economies of rural communities. Telecommunications 
technology can enable businesses in Appalachia to compete successfully in the global 
economy. Activities include providing infrastructure, promoting the use of distance 
learning and telemedicine applications, and helping small businesses enter the world of 
e-commerce. 

The asset-based initiative helps communities identify and capitalize on their existing 
economic development assets — natural, cultural, structural, and leadership resources 
that can enable communities to shape a new economic future for themselves. 
Commission activities in this area have included the promotion of cultural and heritage 
tourism, support for value-added agriculture, use of the region’s diverse energy 
resources as a strategy for local economic growth, and support for “gateway 
communities” that take advantage of their proximity to public lands. 

Appalachia's substantial and diverse energy assets offer particular promise as a source 
of new jobs for the future. While coal will continue to be an important component of the 
Appalachian economy, the region has other substantial energy assets that can help 
broaden the economic base and create jobs — wind, solar, biomass, and hydro. In 
addition, as a report released by ARC last year pointed out, Appalachia can experience 
substantial job creation by adopting an aggressive approach to promoting energy 
efficiency in the region. Taken together, these renewable energy and energy efficiency 
opportunities can yield a substantial “green economy” in Appalachia. 

Your committee recognized the potential contribution this energy sector could make to 
diversifying the regional economy by creating a new “Economic and Energy 
Development Initiative" in our 2008 reauthorization. In response, ARC has moved 
quickly to boost its work in this area. Over the past two years the Commission 
completed several grant competitions intended to help communities revitalize their 
economies by leveraging renewable energy and energy-efficiency resources. These 
competitions have demonstrated that there is a widespread appetite by local 
communities for these sorts of activities. Later this year the Commission will announce 
another grant competition focused on developing local community energy plans, with 
job creation strategies being an important component of those plans. 

ARC projects that suggest the promise of the green economy for Appalachia include 
support for green business incubators, workforce training in solar and wind energy, 
energy efficiency audits and retrofits for public facilities, an “energy bootcamp” for start- 
up businesses, and seed capital for an investment fund targeting green businesses. 
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Diversifying the regional economy also requires preparing a highly skilled and 
diversified workforce to take advantage of new economic opportunities. ARC has been 
working with a network of community colleges across the region to support workforce 
development in emerging high-growth, high-demand fields, such as health care. In 
many parts of Appalachia, for example, the demand for nurses and allied health 
professionals exceeds the supply of trained workers. ARC’S support for creating or 
expanding these training programs is helping meet an employment need and boost 
local incomes. 

ARC believes that there are four key elements to creating a strong, diversified economy: 
1 ) fostering a vibrant entrepreneurial climate and support for small businesses through 
education, technical assistance, and access to capital; 2) preparing a skilled workforce 
for the high-growth, high demand jobs of the future; identifying and capitalizing on a 
community's particular assets; 3) seizing the possibilities offered by technology; and 4) 
helping existing industries remain competitive. ARC’S program seeks to address all of 
these. 


Special Interagency Initiative 

Creating a stronger, more diversified economy is the goal of a special federal 
interagency effort focused on Appalachia, the Appalachian Regional Development 
Initiative (ARDI). Drawing together more than a dozen federal departments and 
agencies, the initiative expects to identify ways federal programs can be better tailored 
and coordinated to achieve greater impact in Appalachia. 

As part of ARDI, ARC and the U.S. Department of Agriculture have just concluded a 
series of five "listening sessions" across Appalachia. These meetings heard from a 
cross-section of local stakeholders about what they see as their principal economic 
challenges and opportunities and how the federal government can help them achieve 
their vision for a strong local economy. We are still analyzing the responses, but some 
of the common strains are outlined below. These validate the approach that ARC has 
been taking in its own programming. 

• the continuing need for basic infrastructure, particularly in central Appalachia 

• the importance of broadband access and use in making communities 
competitive. 

• the necessity of fostering a strong climate of entrepreneurship and small 
business support 

• the imperative of workforce training that responds to a changing economy 

• the need to craft development strategies on a regional basis that reach across 
jurisdictional lines 

• the opportunities offered by green jobs in renewable energy and energy 
efficiency 

• the desire for greater coordination and collaboration across federal programs 
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Next month we will be sitting down with our sister federal agencies to work through the 
findings of the listening sessions and craft an appropriate federal response. We expect 
to highlight this response, featuring some “best practices” case studies from 
Appalachian communities, later this year. 

We will also be using the information from the listening sessions as an important 
component of ARC’S own strategic planning process, which we expect to complete this 
year. 


Regionalism 

ARC believes strongly that a regional, place-based approach to economic development 
offers the best prospect for sustainable, long-term economic growth for rural 
Appalachia. This yields strategies that are tailored to the specific needs of the region, 
that take advantage of the specific assets the region offers, and that recognize that 
commerce does not respect jurisdiction boundaries. We believe ARC’S record of 
success in Appalachia validates this approach. We appreciate the support that this 
subcommittee has given us through the years, and we look forward to working with you 
in our common mission of ensuring that Appalachia achieves socioeconomic parity with 
the rest of the nation. 
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On March 10, 2007, before some 400 persons gathered in Cherokee, North Carolina, a world- 
class electronic highway was declared open and operational through the Southern Appalachian 
Mountains — the most mountainous terrain east of the Rocky Mountains. Even more remarkable, 
it was built underground, offering maximum operational security and also preserving the 
aesthetic beauty of our region. 

This extraordinary achievement resulted from the unprecedented efforts and actions of a rural- 
based community college (Southwestern Community College), a locally owned private firm 
(Drake Enterprises), and a sovereign nation (the Eastern Band of Cherokee). This 
accomplishment is an event of national significance for rural America. It serves as a model for 
what can be achieved with advanced strategic planning, the use of local resources and talent, and 
an abundance of patience and perseverance by those involved. 

The journey began in 1999 when Southwestern Community College sought to convert its 
Interactive Television (1TV) system from an analog to a digital format. Finding the cost of 
conversion being too great for continued operation. Southwestern, with support from the 
Governor’s Office, received a matching grant from the Appalachian Regional Commission 
(ARC) to study possible alternatives for securing accessible and affordable broadband 
telecommunications in a rural area. Matching support for the project came from agencies such as 
the North Carolina Rural Center, AdvantageWest, and the Z. Smith Reynolds Foundation. In 
total, some $1,500,000 was raised for the project. This feasibility study, called Appalachian 
Access, was a comprehensive study conducted by Southwestern Community College that lasted 
three years (2000-2003) with numerous written and verbal reports given to various groups as 
well as formal written reports made to the Appalachian Regional Commission. 
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Primary research was done in four key areas: legal and regulatory, political and legislative, 
technology and business. Existing and latent demand for telecommunications services across the 
region was conducted; opportunities for strategic partnerships with high demand organizations 
were sought and reviewed; and different negotiation strategies for delivery of services were 
pursued. 

Thanks to the input and support from numerous public and private participants in the 
Appalachian Access study, several critically important lessons were learned from this work. 
First, it was confirmed that the far western counties of North Carolina would most likely be the 
last to close the digital divide, given the rugged terrain, sparse population, limited 
telecommunication user base, and general Isolation of the region. Second, the traditional 
“economic demand model” used by the telecommunications industry would not work in favor of 
the region. Third, it was found that most of the proposed public funding models were short-term 
and incomplete; ignoring the more fundamental problem of inadequate middle-mile 
infrastructure. Finally, through the project, sufficient technical, legal, regulatory and financial 
knowledge was acquired to formulate a strategy for fiber optic deployment and operation. 

Armed with the necessary information and knowledge from the Appalachian Regional 
Commission study, Drake Enterprises and the Eastern Band of the Cherokee, with support and 
assistance from Southwestern Community College, formed BalsamWest FiberNET. It was 
established as an independent, locally owned, for-profit enterprise. Based on findings from the 
study, a primary goal was to deploy and provide an advanced telecommunications infrastructure 
featuring a multihomed, electronically scable, fiberoptic backboned linking the six western most 
counties in North Carolina and adjacent counties in east Tennessee and north Georgia. Now 
completed, the fiber optic backbone provides one of the poorest and most isolated regions in our 
country with access to reliable, affordable, and robust telecommunication services, assuring the 
highest and best levels of economic development, business modernization, advanced medical 
services, enhanced education resources and improved public services. 

As the deployment of the fiber optic backbone began, there were those who said “It can’t be 
done. You can’t build a fiber optic backbone through the mountains. It’s too difficult and too 
expensive 

Well, thanks to what was learned from the ARC funded Appalachian Access study, some 
300+ miles of fiber optic backbone and laterals were deployed and placed underground, 
meeting carrier grade standards recognized by the telecommunications industry. And, it 
was built by a local company with local labor. 

Another concern raised was “Assuming you could build through the mountains, who would 
fund such a difficult and costly venture ?” 

While the venture was costly and difficult, Drake Enterprises and the Eastern Band of 
Cherokee were willing to step forward and fund the enterprise. The initial deployment 
and implementation cost of the fiber optic network was $15,000,000, all privately funded 
with no state or federal funds used. Findings from the ARC funded Appalachian Access 
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feasibility study were absolutely essential to the funding of this endeavor. Drake 
Enterprises and the Eastern Band of the Cherokee recognized that unless they took action 
far western North Carolina and its citizens would be the last to benefit from the 
technological advances and resulting innovations other areas would receive. And, most 
importantly, the education of the children and their future, as well as all others, would be 
compromised. 

There were others who said, “There is no way you could possibly form a workable partnership 
between a private enterprise (Drake) and a sovereign nation (Eastern Band of the Cherokee ). 
The differences are just too great. ” 

The operational differences were and are great. However, the corporate and community 
needs and the historic commitment to the region and its people by Drake and the 
Cherokee were greater. When public good can be served through a private sustainable 
endeavor, you have the best of both worlds. Southwestern Community College was 
privileged and honored to serve as a bridge to help establish this workable and valued 
partnership. 

More than one person also expressed the concern, “If the technical, legal, financial and 
workforce issues don ’t stop your endeavor, the politics most certainly will. ” 

The politics associated with the telecommunications industry were far greater than was 
ever imagined. Fortunately, naivete allowed us to press forward with the belief that once 
folks learned about the good intentions there would be an outpouring of support. The old 
adage of “no good deed goes unpunished” comes to mind. A critically important 
decision BalsamWest made was to establish financial independence, avoiding the 
limiting conditions and circumstances associated with public funding. Because of that 
decision, the business plan and strategic positioning in the market were strengthened and 
long-term sustainability assured. Ironically, adversity has been a friend rather than an 
enemy. It resulted in greater creativity and innovation which is essential for survival in a 
knowledge-based economy. It also strengthened the resolve to succeed. Again, the 
findings and knowledge secured from the Appalachian Access study was fundamental in 
helping make sound operational decisions. 

BalsamWest’ s network includes over 300 route-miles of fiber optic telecommunications 
backbone — with an additional 50+ route-miles of local distribution metro loops. This 
underground network — with its 600 conduit miles and over 1 1 3,000 fiber miles — was deployed 
in one of the most challenging construction landscapes. Traversing steep mountain terrain and 
granite, the network is geographically diverse, redundant, and equipment-protected at Bell Core 
Standards. Dark fiber leases — as well as transport, collocation and voice services — are powered 
by SONET OC-192 backbone technology and OC-48 local metro loop technology. 

Rivaling the technical capacity of other much larger networks, the availability of this network 
has already had a measureable impact on nearly every aspect of life for persons living in the six 
western most counties in North Carolina. BalsamWest has established a 21" Century 
telecommunications infrastructure supportive of the region’s hospitals, county government 
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facilities, public safety agencies, regional mental health services, administrative court systems, 
business and industry and, most importantly, our educational institutions. 

As an educator for more than four decades, 1 want to offer a few comments regarding what this 
achievement means for education in the region. An overwhelming consensus of economists, 
educators, and national leaders believe that public access to quality education and training is 
essential to the continued economic strength and security of our nation. Fundamental to offering 
quality education is affordable access to learning resources and opportunities at school, at home 
and in the workplace. This same assessment is true for local communities and regions who 
desire an improved quality of life and prosperity for their residents. 

Convergence of the capabilities of computers and telecommunications has provided teachers, 
students, parents and the genera! public access to revolutionary tools and resources, such as 
virtual field trips, learning simulation exercises, international programs and live classroom 
exchanges, individual customization of learning materials and exercises, expanded home-based 
and work-based learning opportunities, and 24/7 access to learning. Learning is no longer 
relegated only to the traditional classroom or laboratory. Students seeking higher education as 
well as students in public schools now have the opportunity to make choices about when, where, 
how and who will provide their education and training. The perceived and real quality of 
education and training will be increasingly dependent on the level of connectivity and online 
learning resources available for use by students, faculty and staff. 

Recognizing this reality — an inspired by the new telecommunications infrastructure of 
BalsamWest--, the public schools and higher education institutions in western North Carolina 
created the Western North Carolina-Education Network. WNC-EdNET represents an 
extraordinary national model featuring the latest and most advanced use of modern technology to 
enhance student learning. The capacity and capabilities of this fiber optic network connecting 
some 70 public schools in far western NC will equal and, in many cases, exceed that of our 
higher education institutions. 

WNC-EdNET results from the hard work of many people including an exciting private 
partnership, the Alliance for Southern Appalachian Prosperity (ASAP). Comprised of Drake 
Enterprises, the Eastern Band of the Cherokee, Southwestern Community College, Blue Ridge 
Mountain Electric Coop, Southern Pipeline, Cisco Systems and BalsamWest FiberNET, ASAP 
offered our educational institutions affordable access and ownership of world-class broadband 
connectivity (Gigbit scalable to 10 Gig). More than $5,000,000 in funding specific to the public 
school fiber deployment came from the Golden LEAF Foundation, the Cherokee Preservation 
Foundation, and the Appalachian Regional Commission. Additional support to extend the ring is 
being provided by the Carlton Family. The Western Region Education Service Alliance 
(WRESA) and the Southwestern Commission coordinated and facilitated implementation of the 
public school initiative with the able assistance of local public education leaders. 
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In summary, sustainable prosperity is best accomplished when general public needs and private 
enterprise needs are mutually benefited by the pursuit of common goals. In this case, access to 
affordable, accessible and reliable advanced telecommunications resources was both the 
common need and goal. Thanks to Drake Enterprises and the Eastern Band of Cherokee, the 
people in far western North Carolina are justifiably proud of what has been accomplished and 
most appreciative of all those who helped our dreams become a reality. 

Finally, the information and knowledge learned from the comprehensive feasibility study - 
Appalachian Access — funded by the Appalachian Regional Commission was absolutely essential 
to formation and successful operation of BalsamWest FiberNET. 


Presentation by Cecil L. Groves, Ph.D., President of Southwestern Community College; to the 
Subcommittee on Economic Development, Public Buildings, and Emergency Management— to Hearing 
on — "Proposed Fiscal Year 2011 Budgets for Regional Economic Development Commissions, Priorities 
and Impacts on Regional Economics and Employment . " April 29, 2010. 


5 



60 


Testimony to: 


The Subcommittee on Economic Development, 
Public Buildings and Emergency Management 

of the 

Committee on Transportation and 
Infrastructure 

U.S. House of Representatives 
111th Congress 

April 29, 2010 


From the: 

DELTA REGIONAL AUTHORITY 


Patrick H. "Pete" Johnson, Federal Co-Chairman 
236 Sharkey Avenue - Suite 400 - Clarksdale, MS 38614 
662-624-8600 www.dra.gov 



61 


DELTA REGIONAL AUTHORITY 
Patrick H. "Pete” Johnson, Federal Co-Chairman 


Good afternoon. 

Chairwoman Norton, Ranking Member Diaz-Balart and members of the Subcommittee, as the 
Federal Co-Chairman of the Delta Regional Authority, I am grateful for the opportunity to testify 
on behalf of the DRA, specifically regarding: 

1, The Authority's fiscal year 201 1 proposed budgetary priorities and 

2. Our impacts on development and employment in our region. 

While we were also invited to speak as to our needs, the Authority currently has no authorizing 
needs. We are grateful that the Congress recently remedied our two pressing issues when: 

1. The Authority was re-authorized through 2012 in the 2008 Farm Bill and 

2. In 2009, our voting structure was exteuded for perpetuity. 

One of the Authority's key programs is its federal grant program, which has just completed its 
eighth grant cycle. We feel our program has been successful, and will continue to be so. 

To better substantiate my statement, I would like to share with you some highlights from a 
March 2010 research report published by the Economic Research Service of the US Department 
of Agriculture, where in its report, "Impacts of Regional Approaches to Rural Development: 
Initial Evidence on the Delta Regional Authority", the ERS stated: 

"We find that per capita income and transfer payments grew more rapidly in 
DRA counties than similar non-DRA counties. And, these impacts are larger in 
counties where DRA spending was larger. Each additional dollar of DRA 
spending per capita is associated with an increase of $15 in personal income pel- 
capita between 2002 and 2007 - including an increase of $8 in earnings and $5 
in transfer payments. " 

Clearly, the impact of DRA's federal grant program is being felt, and that impact is in the poorest 
region in the country. 

Income growth is a function of job growth, and that is especially true in these harsh economic 
times. I would like to provide some additional impacts -- on both jobs and development — our 
federal grant program has had, and is already funded to have, in future years. 

Specifically, to-date, through DRA’s federal grant program and the work of its partners: 

• Almost 1 1,000 jobs have created and/or retained, 

Pete Johnson, Delta Regional Authority Page 1 of 3 April 29, 2010 
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• Almost 12,000 families have received new water and/or sewer and 

• More than 3,000 individuals have been trained for jobs in their areas. 

Additionally, we project even stronger outcomes from our projects which are already funded, 
underway, and protected by DRA’s “Participation Agreements”: 

• More than 24,000 will be created and retained, 

• More than 23,000 families will have new water and/or sewer and 

• Almost 600 individuals will be trained for jobs in their areas. 

Please remember, DRA's "Participation Agreements" bind the grantees to an outcome level, 
which if not met, requires the grantee to pay-back the pro rata share of the outcome shortfall. 
Quite simply, either the outcomes will be realized or the DRA will re-capture that level of 
funding. 

Our budget priorities are evolving and are changing primarily as functions of the 
Administration's priorities, such as "green economies", "regional centers of innovations" and 
"livable communities" — and from our own research. In our most recent regional development 
plan "Re-Thinking the Delta", released in 2008, we learned that the most important investment 
we can make to grow our region's employment is through improved health outcomes. 

Succinctly, for every 1 percent improvement in a community's health outcomes (life expectancy), 
we estimate a 4.6 percent increase in employment. Accordingly, the Authority is providing 
greater support for community and sub-regional health care initiatives. 

Let me quickly provide you some context and also enumerate some on-going programs and then 
briefly describe our major new initiative. 

Throughout our region, we know that among working age adults, our communities average 
double-digit levels of Type 2 diabetes. And that prevalence worsens every year and in every 
cohort of age, gender and race - particularly African-Americans. Obviously, workers who are 
sick cannot be as productive as they want to be nor will they enjoy the life they deserve to have. 

Toward that end, we have partnered with USDA to create our pilot Diabetes Management 
Centers, which are proving to be very effective at improving people’s health and their 
productivity - a fantastic example of “best practice”. We have one underway in Helena, AR and 
we are about to begin two more sites: one in southeast Missouri and one in northwest Tennessee. 

Additionally, the Authority has two other on-going programs to increase access to affordable, 
quality health care: 

• Delta Doctors, which is DRA’s “II Visa Waiver” program, and has brought more than 100 
physicians to practice in the region’s under-served areas, 
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• Innovative Readiness Training Program, which is the Aulhority's partnership with the 
Pentagon, where more than 1,200 people in our region have received free, quality health care, 
and by the summer of 2012, that number will grow to more than 7,000. 

Our new $1.5 million initiative is our "Growing a Healthy Workforce in the Delta — An Action 
Plan", a vety bottom-up approach to improved health outcomes. 

In this initiative, we will better align resources through better information, technical assistance 
and a grant program. We will improve local efforts, determination and outcomes, while 
increasing accountability through greater monitoring and transparency. 

To save time, I ask that the plan's executive summary be entered into the record as an appendix. 

Again, the Authority is most grateful for the support of this committee, and I would be pleased to 
answer any questions. 


Pete Johnson, Delta Regional Authority 
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Congresswoman Eleanor Holmes Norton 
U.S. House of Representatives 
2136 Rayburn House Office Building 
Washington, DC 20515 

RE: Pete Johnson, Testifying Witness 

Delta Regional Authority 

Dear Congresswoman Norton: 

Thank you for your continued interest and support of the Delta Regional Authority (DRA). Per an e~ 
mail received from Mike Obrock, I would like to answer the three questions you asked: 

Question HI: “If your agency was to receive its fully authorized funding level of $30 million what 
would it (be) spent on? Would this require a significant increase in staffing and administrative 
expense?” 

Answer: At the fully funded level of $30 million, DRA would have the ability to further its economic 
development efforts by allocating the additional appropriation to its Federal Grant Program. 

If the $30 million was appropriated on a one-time basis, the increase in DRA staffing to accommodate 
this task would be minimal, at less than an additional 3 percent of the $1.5 million ($45,000) that is 
currently being used for staffing and administrative expenses. However, a fully-authorized funding 
level of $30 million for an indefinite period of time, would cause a 5 percent increase of the $1.5 
million ($75,000). 

Question #2:. “Do you envision that your program delivery may need to be altered or bolstered in 
some way to complement the increased access to publicly supported healthcare services?” 

Answer: No. At this time, the DRA board has approved a healthcare action plan entitled "Growing a 
Healthy Workforce in the Delta''' (http://www.dra.gov/pdfs/drahealth-programs-action- 
plan _01 2510.pdf ). which outlines project resources, time lines, goals and objectives with specific 
outcomes, and other pertinent information. An Executive Summary of the plan is attached for your 
review. 

Question #3: “Please describe the impact of the lack of capital in your regions and ways your 
programs have sought to address this issue?” 

Answer: Lack of access to affordable capital in this region has been a problem for decades. - 

Accordingly, one reason DRA was created in 2000 was for the purpose of providing resources to 
eligible entities that otherwise would not have access to needed capital. 


236 Sharkey Avenue / Suite 400 / Clarksdale, MS 38614 / (662) 624-8600 / Fax: (662) 624-8537 / www.dra.gov 
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Through Fiscal Year 2009, DRA’s Federal Grant Program and the work of its partners have invested 
almost $75 million into more than 500 projects in its sight-state region for total project costs of almost 
$435 million. These projects leveraged $353,847,039 in other public funds and $1,544,375,000 in 
private funds. 


Also, 77 pre-applications for the 2010 Federal Grant Program have been deemed eligible (before 
appeals) requesting over $32 million in DRA funding, and leveraging over $59 million in other public 
funds and $3 1 million in private funds. 

We trust that the information provided will provide the necessary answers to your questions. Should 
you need further help, please do not hesitate to contact me. 


Sincerely, 



Pete Johnson 
Federal Co-CHairman 
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Executive Summary 


Recognizing that the health plays a critical role in the productivity and well-being of the region, 
the DRA’s health advisory committee has been working for the last year to develop a strategic 
plan for the agency that emphasizes evidence based activities and the sharing of best practices to 
have a real impact on health in the Delta. The DRA has a long and successful history of 
bringing together various agencies and local groups for the betterment of the Delta Region. This 
leadership role as facilitator, coordinator and relationship-builder has proven invaluable to the 
region and represents a unique and critical asset. For this reason, we believe that focusing on 
activities that build on these DRA’s strengths will ensure the success of their activities in the 
health arena. 


Consistent with DRA’s current success in the arena of economic development, we believe that 
the following principles must guide efforts in the health arena: 


1. Empowerment - sustainability requires that local leadership be empowered to own 

their health issues and the local solutions. 

2. Local Determination/Local Effort - similarly, local solutions should be driven by 

grassroots efforts so that programs are tailored to the unique needs of each area and 
local leadership is invested in the process and outcomes. 

3. Accountability - all investments require accountability to ensure efficient and 

appropriate use of resources. The current Federal Grant Program requires that local 
agencies sign a contract to deliver promised outcomes or forfeit grant monies. A 
similar approach should be used with the health program to ensure realistic goals and 
responsible management of funds. 

4. Coordination/Alignment - building on its strengths as coordinator, facilitator and 

relationship-builder, the DRA should emphasize activities that 

* leverage other federal, state, and local funding, 

* bring together various agencies and groups with similar interests or 
responsibilities. 


Delta Regional Authority Action Flan for Growing a Healthy Workforce in the Delta 


3 



69 


* compile and organize information on health needs, best practices, and available 
funding so that it is easily accessible for local leadership in the Delta, and 

* work to eliminate fragmentation and duplication of federal, state and local 
efforts. 

5. Monitoring and Updating - to ensure maximum relevance and impact, the DRA must 
continuously monitor and update the information it makes available and its 
communication and coordination methods. 

In 2009 the Delta Regional Authority commissioned a study of health and healthcare in the 
Delta region. That study, Growing a Healthy Workforce in the Delta , was released in the 
summer of 2009. The report released a series of ten recommendations regarding support of 
grassroots efforts to improve the health of the communities and their workforces. It 
recommended that DRA support grassroots efforts with information on effective projects that 
are currently being undertaken, valid measures of existing health conditions in each of the DRA 
counties, and a grant program that would help the communities initiate health improvement 
programs. 

Further discussions once the report was published brought the realization that such substantial 
undertakings would require ongoing support and oversight by the DRA. A review of the 
recommendations and refinement occurred at a meeting of the Health Advisory Committee in 
December of 2009. This meeting, led by Mr. Bill Triplett, Senior Advisor to the Federal Co- 
Chair of DRA, reviewed the recommendations and the expected costs and processes necessary 
to put the recommendations into place. 

The recommendations support each other, similar to pieces of a puzzle. Each is connected in its 
intent and its purpose. They must be considered in totality and, once implemented, lay the 
ground work for a successful program to support the communities in the Delta region as they 
embark on efforts to improve themselves. 

Growing a Healthy Workforce in the Delta requires preparation, planning, tools and 
nourishment, similar to that of an agricultural effort. Three basic components are proposed for 
this major effort. The first component, “Ground Preparation,” involves ‘preparing the soil’ so 
that it can produce strong, healthy yields. This component of the project will involve hiring a 
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70 


Director of Health Programs to coordinate the ongoing efforts and programs to ensure success. 
This component will also include the expansion of the DRA web site to enhance information 
sharing, increase local input, and facilitate the ongoing monitoring of projects and activities. 
Local and regional meetings will also take place as a part of this component to create local 
coalitions that can serve as the front line in the push for improved health. To this end, the DRA 
Leadership Institute will be used in this and other components of the program to promote and 
educate regional leaders about the program. Finally, the Health Advisory Committee will 
continue to meet to monitor the progress of the DRA on all projects and suggest any midcourse 
corrections. 

The second component of this effort will be “Tool Provision.” The activities of this component 
will provide critical information and tools to local groups as they develop and implement 
projects to address problems in their specific geographical area. Information will include local 
Health Statistics and Tool Kit information suggesting successful projects and programs (best 
practices) to address specific health or workforce issues. Coordination with existing 
organizations, both private and governmental, will assure productive and efficient coordination 
of resources. 

The final component of the program will be “Seed Planting” for the region. This component 
will establish and administer a Grant Program to fund local and/or regional coalitions comprised 
of stakeholders as they undertake projects informed by evidence and best practices activities to 
improve the health and wellness of their local communities. This grant program will be 
administered in a manner consistent with the existing Federal Grants Program and will require 
similar concrete outcomes. 

The DRA knows that there are very exciting health-related programs at work in the Delta 
region. The intent of the agency is not to replace or duplicate these programs in any way, but to 
support, facilitate, augment and coordinate their efforts in meaningful ways that can benefit the 
individuals and communities of the Delta region. Focusing on the strengths of the agency in 
convening, coordinating, and empowering local leaders while requiring accountability; this 
action plan will ensure that the DRA achieves maximal impact on the health of the region from 
its investment 
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Recent national events make it especially critical that the DRA step forward at this point in time 
with a sitting health action plan ihai focuses on evidence-based interventions and activities and 
the sharing of best practices across the region. In the last two years, this nation has struggled 
through one of its worst economic depressions since the Great Depression; in response, the 
Congress passed The American Reinvestment and Recovery Act (ARRA), a $787 billion bill 
providing tax incentives and benefits and funding a variety of projects across the country 
designed to build infrastructure and create jobs, including numerous health- and health-care 
related projects. These funds provide some real opportunities for health projects in the Delta to 
get off the ground and make an impact, but they can have an even greater impact if they are 
appropriately leveraged and coordinated with other efforts in the region — something this action 
plan emphasizes. Very recently. Congress also passed major health care reform (Patient 
Protection and Affordable Care Act). While the funding and attention on health care promised 
by this reform will create a unique environment for change, it is critical that organizations and 
individuals who know the Delta region provide informed input to create constructive, positive 
change and prevent system alterations that are detrimental to our already vulnerable 
populations. We simply cannot afford any mistakes in health care in our region. The costs will 
be too high. 


Delta Regional Authority 
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Summary of Project Expenses 


Estimated Program Costs 


Project 

PROJECT COMPONENT ONE: Ground Preparation 

Subtotal 

Employ a Full-time Director of Health Programs 

$ 134,450.00 

Organize Regional and Sub-Regional Workforce Task Coalitions 

$ 29,000.00 

Establish Technical Assistance Programs Through HRSA & USDA 

$ 23,745.00 

Integrate Programs into DRA Leadership Institute 

$11,195.00 

Health Advisory Committee to Monitor Progress 

$28,000.00 

Component One Subtotal 

$ 226,390.00 


PROJECT COMPONENT TWO: Tools Provision 

Produce County Health Data on the DRA Web Site 

$ 78,005.00 

Improve Health Data with Coordination of State Resources 

$ 69,720.00 

Set up Tool Kit Information on the DRA Web Site 

$ 12,360.00 

Establish a Wiki-Style Input Capability on the DRA Health Web Site 

$ 9,045.00 

Convene and Coordinate Rural Health Organizations Improvement Efforts 

$ 40,800.00 

Convene and Coordinate Rural Health Government Agency initiatives 

$ 29,200.00 

Component Two Subtotal 

$ 239,130.00 


PROJECT COMPONENT THREE: Seed Planting 

Initiate a Grant Program to Fund Local Health Initiatives 

$ 1,034,480.00 

Component Three Subtotal 

1 1,034,480.00 


Total Funding Requested for Growing a Healthy Workforce in the Delta 

$ 1,500,000.00 


Delta Regional Authority Action Plan for Growing a Healthy Workforce in the Delta 
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Denali Commission 
510 L Street, Suite 410 
Anchorage, AK 9950 J 

907.271.1414 tel 

907.271.1415 fax 
888.480.4321 toll free 

MWv.denali.gov 


U.S. House of Representatives Committee on Transportation and Infrastructure - 
Subcommittee on Economic Development, Public Buildings, and Emergency 
Management 

April 29, 2010 - 2:00 p.m. Room 2167 Rayburn House Office Building 

" Proposed Fiscal Year 201 1 Budgets for Regional Economic Development Commissions , 
Priorities and Impacts on Regional Economies and Employment * 

Testimony by Joel Neimeyer, Federal Co-Chair, Denali Commission 

Thank you Madame Chair 

Ladies and Gentlemen of the U.S House of Representatives - Subcommittee on 
Economic Development, Public Buildings, and Emergency Management 

As noted, f am here to discuss the Proposed Fiscal Year 2011 Budgets for Regional 
Economic Development Commissions - specifically, the Denali Commission in 
Alaska. 

The Denali Commission's FY11 proposed program funding is directly connected to 
improving essential life, health and safety conditions, and promoting lasting 
sustainability for rural Alaskan communities. The originating legislation creating the 
Denali Commission defines a role of place-based initiatives throughout, the entire 
state of Alaska and deals with one of the most impoverished regions in our nation. 

The barriers in Alaska created by size, geography, and lack of basic infrastructure 
still cause significant portions of our rural population to live without basic public 
facilities, and endure lower health standards. The Denali Commission is proud to be 
in alignment with President Obama's place-based focus and we are pleased to 
present to you today on this important organization. The Denali Commission has 
impacted many lives in our state and continues to improve the lives of all Alaskans. 
I'm pleased to share with you today some of our progress thus far. 

Congress created the Denali Commission 12 years ago with a vision to deliver the 
services of the federal government in the most cost-effective manner to rural Alaska. 
This small, independent federal agency is charged to move quickly to tackle 
systemic issues of rural development by listening to rural Alaskan's concerns, and 
working with the State of Alaska, local communities and tribes to build basic 
community infrastructure and sustain rural economies. 

The Denali Commission’s infrastructure projects throughout the state proceed in an 
efficient, transparent manner with the involvement of the people they serve. Over 



2,000 projects have been funded by the Denali Commission in every community of 
our state in numerous program areas including: Energy, Health Facilities, Training, 
Transportation and Economic Development. 

Most of our communities cannot be reached by road. Mountain ranges, waterways 
and sheer distance make a statewide electric system prohibitively expensive, the 
majority of rural villages are not connected to a major power grid. Many 
communities still lack basic indoor plumbing. Driving to another community to meet 
basic needs is not an option to most Alaska communities. 

The Commissioners of the Denali Commission rely on well established guiding 
principles: Sustainability, Accountability, Inclusiveness, Respect for People and 
Cultures and a Catalyst for Positive Chance to meet the basic infrastructure needs so 
many in the "lower 48" states take for granted. Having participated in the 
development of these guiding principles during the Commission's first year - I can 
attest to the directional value they provide for the staff, our program partners and 
stakeholders. 

In 2009 the Commission had over 700 active projects on the books and, to date, the 
Commission has funded over 2,000 projects across Alaska. The Commission’s two 
legacy programs, energy and health, continue to evolve and succeed through 
partnerships with strategic entities and are making a lasting impact for rural Alaska. 

Partnerships with the Commission have resulted in the completion of 93 community 
bulk-fuel tank farms, 48 rural power system upgrades, 95 community clinics, 33 
road projects, 30 waterfront projects, and many other community projects. More 
infrastructure projects are in the process of design and construction and the 
Commission's training and economic development programs continue to contribute 
to improving rural economies. 

The creation of the Denali Commission was to address the disparities in social and 
economic conditions that exist in Alaska. Some day, I would like to come back to this 
Committee and report to you all that the job is complete. Today is not that day, in 
fact there is much more work to be done, and this work is urgent and imperative. 

In closing f would like to share with you all that 1 was appointed to serve as the 
agency head of the Denali Commission in January 2010 and I am extremely proud to 
serve in this important role. I would also like to share with you that I am the first 
Alaska Native to lead the efforts of the Denali Commission and I can tell you with 
certainty that the Commission impacts the lives of all Alaskans, rural and urban. 


Thank you for your time. 
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U.S. House of Representatives Committee on Transportation and Infrastructure 
Subcommittee on Economic Development, Public Buildings and Emergency Management 
Follow-up to the April 29, 2010 Hearing — Testifying Witness is Joel Neimeyer obo Denali Commission 

Questions for the Record: Attention Chairwoman Norton 


❖ What has been the impact of the recent economic downturn on the distressed 
COMMUNITIES YOUR COMMISSION SERVES? IN PARTICULAR, THE NATIVE ALASKAN COMMU- 
NITIES? 

The Denali Commission (Commission) services rural Alaska, an area that has not avoided 
the recent economic downturn. Rural Alaska has a high percentage of Alaskan Natives and, 
according to the State of Alaska Department of Labor and Workforce Development 
(DOL&WD), over 50% of our rural communities are classified as distressed. Distressed 
communities have an average market income that is less that $15,000 annually and in 
some villages unemployment rates can exceed 50%. According to the April 2010 DOL&WD, 
some entire regions in Alaska experience over 20% unemployment rates. 

"The state's economy is stagnating... and it's expected to remain stalled through the next 
decade..." Michael Catsi, president for the Alaska Partnership for Economic Development, 
told legislators according to a December 2009 article in Alaska Dispatch. That same article 

April 2010 Unemployment Rate 

Not Seasonally Adjusted 
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House of Representatives Committee on Transportation and Infrastructure 
.Subcommittee on Economic Development, Public Buildings anti Emergency Management 

Follow-up to the April 29, 2010 Hearing 
Questions for the Record; Attention Chairwoman Norton 



Alaska Households Spend for Home Energy Use 


® 2000 m 2008 


20% of Households 60% of Households [ 20% of Households 

with Lowest Incomes with Mid-range incomes j with Highest Incomes 
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speculated "Alaska’s per capita income is expected to fail compared to the national average, 
with 10 years of decline anticipated under current conditions. The state’s main economic 
driver, the oil industry, isn’t, looking so shiny.” 

One of the biggest areas of alarm in rural Alaska is the ever increasing cost of fuel 
(necessary for heating homes, providing electricity, and fueling vehicles) a concern for all 
rural residents. According to the State of Alaska Division of Community and Regional Af- 
fairs, some rural communities can see fuel prices at the pump jump to $10 a gallon, a huge 
burden to our lower income rural residents. 



Camnf Community Conditions: Fuel Prices Across Alaska, Janua>y2010~DCRA 
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U.S. House of Representatives Committee on Transportation and Infrastructure 
Subcommittee on Economic Development, Public Buildings and Emergency Management 

Follow-up to the April 29, 2010 Hearing 
Questions for the Record: Attention Chairwoman Norton 


The Commission's role in this dilemma is critical. Environmentally compliant bulk fuel tank 
farms provide the fuel storage capacity for a village to see it through the long winter 
months. The Commission's rural power system upgrades provide communities with im- 
proved energy efficient sources of power, decreasing diesel consumption in a community. 
The Commission’s efforts in exploring alternative-renewable power options including 
wind, geothermal and small scale hydrokinetic power are reducing the dependence of for- 
eign oil and driving costs down for communities. Advancements in emerging technologies 
are a priority for the Commission. Solutions driven by local entrepreneurial efforts provide 
lasting results. 


The Commission firmly believes that sustainable economic development for Alaska's rural 
communities will be generated in the private, commercial sector. To that end, the Commis- 
sion supports development of basic infrastructure upon which the private sector creates 
jobs and wealth and helps ensure that good businesses and entrepreneurial ideas have a 
chance to become long-term, self-sustaining enterprises. 
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Powering Your Home in Rural Alaska 

Comparison of Anchorage to Ruby 
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1,800 square foot home in . 
Anchorage>= Sf,500a year 
at $.1 2/KWh. ) 



m 


1$00 square foot home In 
’Ruby = $12,250 a year at 
$.98/kWb. 


The Denali Commission did. a % price comparison b&s'ed ori actual KWh pric- 
ing for a house in Anchortgecomparedto that same size home moved to 
Ruby which is in Interior Alaska. The kWh price for Ruby is' based on ac- 
tual State of Alaska data. \> 
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>. House of Representatives Committee on Transportation and Infrastructure 
Subcommittee on Economic Development, Public Buildings and Emergency Management 

Follow-up to the April 29, 2010 Bearing 
Questions for the Record: Attention Chairwoman Norton 


* Have you seen a significant increase in applications for grant funding? 

Since inception, over 75% of Denali 
Commission (Commission) funding has 
been used for the Energy Program and 
the Health Facilities Program , When 
addressed, these basic community func- 
tions help to build a stronger commu- 
nity foundation essential to the commu- 
nity's future sustainability. 

Both the Energy and Health programs 
operate on a collaborative basis with 
numerous program partners, methodi- 
cally investing in projects throughout 
Alaska based on a universe of need 
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i. House of Representatives Committee on Transportation and infrastructure 
Subcommittee on Fconomic Development, Public Buildings and F,mergency Management 

Foilow-up to the April 29, 2010 Hearing 
Questions for the Record: Attention Chairwoman Norton 


and a deficiency list, m general the Commission provides support to planning and design 
activities including business planning. Organizati ons move through this process at their 
own pace. After planning and design, typically, projects move to the construction phase 
within a year or two. 


In answer to this question, 
the Commission has not 
seen an increase in grant 
applications; what the Com- i 
mission has seen is a de- 
crease in the number of 
projects we are able to ad- j 
dress on our existing pro- 
ject needs lists. (See 
graphs.) 

Energy Solutions: 

The Commission's Energy 
Program funds: Bulk Fuel 
Storage, Community Power 
Generation and Rural 
Power System Upgrades, 
Energy Cost Reduction Pro- 
jects, Renewable and Alter- 
native Energy and Power 
Line Interties, 

Access to Healthcare: 

The Health Facilities Pro- 
gram funds: Primary Care 
Facilities, Behavioral Health 
Facilities, Elder Housing 
and Assisted Living Facili- 
ties and Primary Care in 
Hospitals. 


Denali Commission Project Comparison - FY06 and FY10 
Energy Program - 45% of Overall Budget 



SAtematiw 

Projects 


Bulk Fuel Storage 


S Rural Power System 
Upgrades 


FY06 - $140,6 M Total FY1Q* - $64.08 M Total 

Agency Budget Agency Budget 

♦Note: The F#iO work plan has not yet been approved. There Is minimal funding in the plain for Emerging 
Energy Technology Grants and planning and design projects, 


DenalS Commission Project Comparison - FYG6 and FYJ.9 
Health Facilities Program - 30% of Overall Budget 



S! Technical Ass fetance&Strotegte Plafifilng 


B Youth Psyrhisfric Facilities (Planning, 
Design, Construction) 

S Hospital Design 


n Elder Supportive Housing 
a PUftMKY ci>re In Hospitals 


►Note: The FYtO work plan has not yet been approved. Number "of primary care ditties funded Is seeing a significant decline. 
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House of Representatives Committee on Transportation and Infrastructure 
Subcommittee on Economic Development, Public Buildings and Emergency Management 

Follow-up to the April 29, 201 0 Heating 
Questions for the Record: Attention Chairwoman Norton 


* DO YOU ENVISION THAT YOUR PROGRAM DELIVERY MAY NEED TO RE ALTERED OR BOL- 
STERED IN SOME WAY TO COMPLEMENT THE INCREASED ACCESS TO PUBLICLY SUPPORTED 
HEALTHCARE SERVICES? 

Access to healthcare is an ongoing challenge in 
rural Alaska. The Denali Commission's 
(Commission’s) work in the Health Facilities Pro- 
gram area has made significant strides in provid- 
ing increased access to state-of-the art health 
facilities, however, much more work is needed. 

Partnerships with the Commission have resulted 
in the completion of 103 community clinics to 
date. Today, 23 new clinics are now being con- 
structed. Many more health facilities projects 
are in the process of design and construction. 

In most cases, clinics in rural Alaska provide 
the only access to healthcare for rural resi- 
dents. Less funding translates into fewer clin- 
ics constructed. In 1999 the Commission’s 
Health Facilities Program created a deficiency 
list for primary care clinics and found 288 
communities statewide in need of clinic re- 
placement, expansion and/or renovation. 

Many Health Facilities projects still exist on the 
Commission's statewide deficiency list 

As far as access to publically supported health- 
care services, the Denali Commission regularly 
communicates and works with the U.S. Department of Health and Human Services agencies 
including; Health Resources and Services Administration (HRSA) and Indian Health Service 
{IHS), The Commission will meet with them in the coming months to discuss how reau- 
thorization and how reform will affect Alaska. We will meet with IHS in June and HRSA in 
August to discuss this very question and the changes to Alaska healthcare overall. We look 
forward to reporting to the subcommittee later this summer to discuss this further. 




Denali Commission 


Phone: 907-271 -HI 4 

S1QL street Suite 410 

www.denali.aov 

Toil Free: 8884804321 

Anchorage, AK 99501 


Fax:907-271-1415 Page 6 




87 



ientatives Committee on Transportation and infrastructure 


Subcommittee on Economic Development, Public Buildings and Emergency Management 

Follow-up to the April 29, 2010 Hearing 
Questions for the Record: Attention Chairwoman Norton 


* Please describe the impact of the tack of capital in your regions and ways your 

PROGRAMS HAVE SOUGHT TO ADDRESS THIS ISSUE. 

Many of Alaska’s most remote and rural villages do not have access to the typical forms of 
economies and capital that are present in other locations in the United States, Additionally, 
and as previously discussed in this document, rural Alaskans experience very high unem- 
ployment rates, distressed community classifications and woefully inadequate health, en- 
ergy, education, and transportation infrastructure. The majority of Alaska's rural econo- 
mies are fueled and .financed by non-traditional sources of "capital" including: subsistence 
hunting and fishing, transfer payments, dividends from tribal corporations and small micro 
-business enterprises connected to traditional lifestyles. 

The Commission’s programs are responding to the needs in Alaska communities as well as 
the absence or traditional forms of capital through coordination, capacity building, infra- 


Denali Commission Funding Sources FY99 * FY10 
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structure development and training initiatives. The 
Commission’s engagement, through our health fa- 
cilities program, in the Nome Hospital project is an 
excellent example of our efforts to enhance local 
economies and take advantage of both traditional 
and non-traditionai sources of capital 

The Commission worked in partnership with the 
Indian Health Service (IHS) to fund the design of the 
Nome Hospital. In so doing the Commission engaged 
with the regional health organization, the tribal non- 
profit organization and various regional stake- 
holders. As a result of the Commission's investment, 
the hospital received funding through the American 

Recovery and Reinvestment Act (ARRA) to move 
f~— ~ | v " i.-, 'sSggj forward with construction. This construction pro- 

' ‘ ' ' ject will be the largest of its kind in the Norton 

Sound region. To assure that local and regional 
residents will work on the job the Commission’s 
training program has coordinated meetings with 
the contractor, regional training center and the 
health corporation. At the conclusion of this pro- 
ject the residents of Norton Sound region will 
have adequate access to high quality health 
care, been trained in careers that allow them to 
work on future infrastructure projects, and have 
gained critical capacity building skills that allow 
them to pursue future funding opportunities 
while remaining in their home village or region. 


My-fisn tWoiri dumps Human' 
"honey .bodt^riorstpihe froze 
liver at the' vtiiage;of Newtek, 
heroes in dozens, of. rural » ' ' 
had flush toilets and rnust 
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Written Statement for the Record 


Michael Norton, Executive Director of the 
Northwest Arkansas Economic Development District 
and President of the 

National Association of Development Organizations 
before the 

United States House of Representatives 
Committee on Transportation and Infrastructure 
Subcommittee on Economic Development, Public Buildings and Emergency Management 

Washington, DC 
April 29, 2010 


Thank you. Chairwoman Norton, Ranking Member Diaz-Balart and members of the subcommittee for the 
opportunity to testify today on the proposed fiscal year 2011 budgets for regional economic development 
commissions, priorities and impacts on regional economies and employment. 

My name is Michael Norton. 1 am the Executive Director of the Northwest Arkansas Economic Development 
District, headquartered in Harrison. I also currently serve as President of the National Association of 
Development Organizations (NADO). My professional background includes more than three decades in 
regional and local economic development, including 20 years in my current position. 

The National Association of Development Organizations (NADO) provides advocacy, education, research 
and training for the national network of 520 regional development organizations. NADO members - known 
locally as councils of governments, economic development districts, local development districts, planning and 
development districts, regional councils and regional planning commissions - are focused on strengthening 
local governments, communities and economies through regional solutions, partnerships and strategies. 

Our nation's regional development organizations manage and deliver a variety of federal and state programs. 
Based on local needs and priorities, programs may include aging, census, community and economic 
development, emergency management and homeland security preparedness, GIS, housing, small business 
development finance, transportation and workforce development. A policy board of local elected officials, 
along with business, education and citizen representatives, governs and sets the priorities for each regional 
organization. 

The Northwest Arkansas Economic Development District is a regional economic development agency 
serving nine counties (Baxter, Boone, Benton, Carroll, Madison, Marion, Newton, Searcy and Washington) in 


ADVOCACY, EDUCATION, NETWORKING AND RESEARCH FOR THE NATION'S REGIONAL DEVELOPMENT ORGANIZATIONS 
400 North Capitol, NW * Suite 390 * Washington. DC 20001 *202.424.7806 Tel * 202.624£813 F« * Infb$rvad&crg* Nado.org 
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the northwest corner of Arkansas. The organization serves as a regional planning and development 
organization under the guidance of both the Delta Regional Authority (DRA) and EDA. In addition to our 
professional and technical assistance programs for local governments, businesses and non-profit entities, our 
organization operates an EDA-funded Revolving Loan Fund {RLE), operates the region's Workforce 
Investment Board (WIB) as designated by the U.S. Department of labor (DOL), serves as a regional transit 
provider and operates senior service centers throughout the region. 

Madam Chair, 1 would like to thank you and the members of the subcommittee for your support of the 
federal regional commissions and the nationwide program delivery network of local development districts 
(LDDs). We appreciate the time you have provided to focus on the important role federal regional 
commissions play in helping distressed communities develop basic foundations for economic development. 

First, Madam Chair, the existing and emerging federal regional commissions need consistent federal 
support to capitalize on their unique intergovernmental partnership model. 

Policy leaders and economic development professionals at the federal, state and local levels have closely 
monitored the Appalachian Regional Commission (ARC) and consistently cite the 13-state commission as the 
premier example for a successful regional approach to economic development. The impressive record of ARC 
inspired leaders from other severely impoverished regions to replicate the ARC model: Lower Mississippi 
River Delta, Northeastern Border, Northern Great Plains, Southeast Crescent, Southwest Border and rural 
Alaska. 

The ARC model is unique among federal programs because it is a true intergovernmental partnership that 
preserves a direct federal role in investment and policy decisions. At the same time, it maintains a strong 
emphasis on multi-state, state and sub-state regional priorities and decision-making, which encourages 
active participation of local governments, economic development organizations and community groups. 

Currently, three federal-state regional commissions are fully operational and receive consistent levels of 
federal assistance: the ARC, Denali Commission and DRA. 

In the 2008 Farm Bill (P.L. 110-627), Congress authorized the creation of the four-state Northern Border 
Regional Commission; the seven-state Southeast Crescent Regional Commission; and the four-state 
Southwest Border Regional Commission. Congress authorized the creation of a five-state commission for the 
Northern Great Plains as part of the 2002 Farm Bill (P.L. 107-171). 

The Southeast Crescent Regional Commission and the Northern Border Regional Commission recently 
received start-up funds ($250,000 and $1.5 million, respectively) as part of the FY2010 Energy and Water 
Development Appropriations Act (P.L. 111-85). 

These recently established federal regional commissions are organized and structured to capitalize on the 
strengths of the ARC model. They are structured to be independent federal agencies with the direct 
involvement of the governors from the region and all but the Denali Commission are required to support 
multi-county local development districts (LDDs) and recommend forms of interstate cooperation. 

While ARC, DRA and the Denali Commission have proven the merits and value of the federal regional 
commission model, it must be stressed that they have benefited from receiving sustained annual 
appropriations. 
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Adequate and consistent funding is a necessary element to ensure the effectiveness of the existing and 
emerging federal regional commissions. Appropriations requested by the administration to sustain the 
activities of ARC, DRA and the Denali Commission, as well as funds for the Northern Border, Southeast 
Crescent and Southwest Border Regional Commissions, will provide much needed resources and attention to 
the challenges faced in these distressed areas. 

Second, Madam Chair, a key element of the successful regional commission model is the link made at the 
local level by the networks of multi-county local development districts, which are responsible for helping 
local communities and officials assess, plan and facilitate action in their areas. 

Legislative mandates for federal regional commissions acknowledge and support LDDs for their important 
planning and coordinating roles and their relationships with local governments and other stakeholders 
throughout distressed areas. Congress has made a conscious decision to mandate or strongly encourage 
each commission to use the existing network of EDA economic development districts (EDDs).as their local 
delivery mechanism. This avoids duplication of services, provides a natural mechanism for leveraging 
resources and staff expertise, and strengthens intergovernmental relationships with local officials. 

As the primary local partner under the federal-state regional commission's intergovernmental partnership 
model, LDDs help integrate areas that are economically— and it some cases geographically— disconnected 
from mainstream America. Through long-range planning, strategic program implementation and the 
development of local professional capacity, LDDs work with federal, state, local and private sector partners 
to transform residents and businesses into valued assets and contributing collaborators in the growth of the 
region and the nation. 

LDDs are cost-efficient, accountable and flexible organizations that leverage minimal federal seed funding 
with local matching funds. Traditionally engaged in a variety of planning activities, each LDD has evolved 
over the years to provide a comprehensive menu of essential services targeted to local area needs and 
priorities. 

This highly effective partnership program provides communities with the expertise, incentives and leadership 
needed to plan and implement complex community and economic development strategies and projects. For 
example, the 73 LDDs covering ARC'S 13 state region have amassed accomplishments over a broad array of 
programs: 

• Between 1995 and 2005 LDDs invested more than $368 million in business development gap 
financing for local firms and entrepreneurs, made more than 2,550 business loans and leveraged an 
additional $1.1 billion from the private sector in underserved regions and for companies and 
entrepreneurs struggling to secure traditional bank financing 

• Almost 60,000 jobs have been created or retained and 96,000 workforce clients were prepared to 
contribute to the region's economy as a result of LDD workforce development programs from the 
mid 1990s to 2004 

• During the same time period, roughly 2.3 million seniors benefited from aging programs funded at 
$425 million and administered by LDDs in parts of the region 

• Between 1990 and 2005, LDDs administered almost 7,700 grants and projects totaling more than 
$5.5 billion in pass-through and programmatic funds 
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On an individual basis, LDDs through ARC work to promote and develop a variety of initiatives, including: 

* In Central Pennsylvania, SEDA-COG (Lewisburg) has secured various grants for broadband 
technology, allocating portions of those grants to help area small businesses invest in broadband 
technology. 

* Since 1980, a revolving loan fund operated by the Tri-County Council for Western Maryland 
(Frostburg) has provided gap financing and capital for local businesses that are unable to secure 
loans from conventional lending institutions. It has made over 180 loans in its three-county service 
area, leveraging over $10 million into more that $60 million in other public and private sector 
investments. These Joans helped create 2,100 new jobs and retain another 1,600 in this rural region. 

* The Tri-State Regional Workforce Alliance, comprising 26 counties in three states of Alabama, 

Georgia and Tennessee, takes a regional approach to develop training programs that produce a local, 
highly-skilled workforce that can attract new businesses and provide employees to existing 
employers. The alliance is staffed by representatives from the organization's lead agencies, including 
two ARC LDDs, Northwest Georgia Regional Commission (Rome, Georgia} and the Southeast 
Tennessee Development District (Chattanooga, Tennessee). The alliance consists of more than 60 
partners, including economic development and regional planning organizations, educational 
institutions, philanthropic groups and businesses. 

As the designated DRA LDD for my region, my organization is tasked with assisting the commission in 
conducting public outreach activities to local officials and other stakeholders to build support and gather 
input on projects being considered for funding. This is a vital process to building a cohesive consensus in 
commission's project development process. 

Third, Madam Chair, especially given these turbulent economic times, federal multi-state regional 
commissions are strategically positioned to provide the most severely distressed regions of our nation with 
the additional resources and attention needed to overcome persistent challenges to economic 
sustainability. 

With nearly 15 million Americans out of work and the country's unemployment rate near 10 percent, many 
communities across the nation are suffering during this economic downturn. However, in the Delta region, it 
is not uncommon for counties to experience unemployment and poverty levels two or even three times the 
national average. 

The Council of Economic Advisers recent report, Strengthening the Rural Economy indicates that the average 
rural county posts poverty rates "at least" several percentage points higher than those in urban counties and 
that per-capita income levels in rural areas are 20-30 percent lower than those in urban areas. 

The support provided by the federal regional commissions is specifically targeted to reach areas experiencing 
substantial levels of economic distress. I am well aware of the transformative effect commission investments 
can have in some of our nation's most distressed communities, including those in northwest Arkansas. 

The city of Marsha!! water and wastewater systems were in need of improvement, specifically within the 
commercial and business area of the city along U.S. Highway 65 near the Searcy County Airport and Industrial 
Park. 
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My organization, the Northwest Arkansas Economic Development District, worked with community leaders 
to receive $257,000 from DRA for the needed water and wastewater improvements. During this time, funds 
were received from the Arkansas Department of Economic Development to construct a new health unit that 
was to be located in the industrial park. 

Petit Jean Electric Cooperative, a local electric service provider, was also looking for a site to construct a new 
work facility. However, the Searcy County Industrial Park's wastewater service was considered unsuitable for 
such a facility and was almost passed over until the DRA provided funds to make the necessary infrastructure 
improvements. 

Consequently, Petit Jean Electric purchased a site in the industrial park and then donated enough land back 
to the county to construct the Searcy County Health Unit. In addition, a 2,250 square foot fire station and 
ambulance facility was constructed in the area, with funds from the U.S. Department of Agriculture (USDA) 
and the Arkansas Department of Rural Services. 

Because of the infrastructure improvements made, the Highland Court Rehabilitation and Resident Care 
Facility also located in the area. The 78-bed 30,000-square foot outpatient physical therapy center was 
completed in 2008. 

The seed funding provided by DRA allowed more than $10 million in additional public and private funding to 
be leveraged and generated more than 80 jobs in a rural county with a population of roughly 8,000 that 
suffers from a poverty level that is nearly twice the national average. 

Federal regional commission success stories extend far beyond my region of northwest Arkansas. 

In 2009, the Denali Commission awarded $88,000 to the Juneau Economic Development Commission to 
implement an Alaska Entrepreneurial Development System. The project includes the implementation of six 
statewide business workshop and entrepreneurial education events, the creation of a peer exchange and 
mentorship network and the promotion of best practices to strengthen the capacity of existing local business 
assistance organizations. 

In 2003, the Purchase Area Development District (Mayfield, Kentucky)— a DRA LDD— received $100,000 in 
DRA funding that was part of a $6.1 million project to expand a Briggs and Stratton plant in Calloway County. 
As a result of the expansion, 100 new jobs were created in this distressed community. 

Finally, Madam Chair, federal-state regional commissions are not intended or designed to replace or 
duplicate other federal programs. 

Federal regional commissions can serve as powerful and effective partners in helping the nation's most 
distressed areas develop the fundamental building blocks needed to support and sustain local economic 
growth. However, these regional commissions should not be considered a replacement, or even duplication, 
of other federal programs. They are intended to complement existing programs and services of federal and 
state agencies. 

Federal regional commissions are designed to ensure that regions with chronic distress have the capacity and 
resources to tap into potential public and private sector investments and to access federal assistance 
programs without duplicating existing programs and creating massive bureaucracies. 
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The federal regional commissions complement and partner with other federal agencies to accomplish their 
missions and help communities develop essential infrastructure— which is often identified by local elected 
officials and economic development professionals as one of the major impediments to sustainable economic 
development in small town and rural America. 

Unfortunately, most distressed communities have great difficulty meeting the local match requirements of 
federal grant programs, not to mention the burdens of paying back loans under other federal infrastructure 
programs. 

A valuable role that the federal regional commissions play is helping local communities determine their 
highest priority projects, then to leverage other private and public sector investments to make infrastructure 
projects a reality. Without the seed money or gap financing provided by ARC, DRA or the Denali Commission, 
many projects in these distressed regions would never reach fruition. 

Federal regional commissions also serve as thought leaders on pressing issues of regional concern. They are 
often the only federal or state entity focused on issues of specific impact on their regions. For example, ARC 
has developed initiatives emphasizing regional opportunities for entrepreneurship, broadband, renewable 
energy, green-led economic development and the development of in-land ports. Recently, ARC worked with 
National Geographic on an asset-based cultural tourism initiative that yielded a first-of-its-kind Geotourism 
Map Guide to Appalachia. 

The DRA has developed region-wide initiatives focused on increasing local leadership capacity and increasing 
earthquake preparedness along the region's New Madrid Fault Line. The commission has also completed a 
Delta transportation study that serves as a guide for developing multimodal assets throughout the eight- 
state region. 

Thank you, Madam Chair and members of the subcommittee, for the opportunity to testify. I would 
welcome the opportunity to answer any questions. 
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June 3, 2010 

The Honorable Eleanor Holmes Norton 
Chairwoman 

Subcommittee on Economic Development, Public Buildings and Emergency Management 

House Committee on Transportation and Infrastructure 

U.S. House of Representatives 

585 Ford House Office Building 

Washington, DC 20515 

DearChairwoman Norton: 

On behalf of the National Association of Development Organizations (NADO), thank you for providing me the 
opportunity to testify before the subcommittee on the FY2011 budgets for economic development regional 
commissions and their impact on regional economies and employment. 

Below, please find responses to questions submitted for the record. 

1) Can you speak to the importance of Economic Development Districts and why they are necessary? 
Can you also speak to how regions comprised of both urban and rural counties can work together? 

The Economic Development Administration's (EDA) economic development district (EDD) planning 
program is the only program in the federal government that invests in regional economic 
development planning with a specific focus on increasing private sector employment. It is the only 
program of its kind that allows local governments to collaborate on a region-wide basis to 
strategically plan for their economic sustainability. 

Congress has recognized the indispensable role EDDs play in planning and coordinating economic 
development activities throughout distressed areas and has made a conscious decision to mandate 
or strongly encourage each federal regional economic commission use the existing network of EDA 
EDDs as their local delivery mechanism. This avoids duplication of services and provides a natural 
mechanism for leveraging resources and staff expertise, and strengthens intergovernmental 
relationships with local officials. 

Unlike most suburban and urban communities, most of the nation's small metropolitan and rural 
communities lack the financial and human resources to individually develop strategic economic 
development plans, and fully leverage existing public and private sector investment opportunities. 

By working with EDDs, these traditionally underserved communities can compete with their 
wealthier counterparts. 

Rural and urban communities face many of the same economic development challenges. These 
challenges do not end at the county line or even regional or state boundaries, Managing 
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NADO Questions for th e Record June 3, 2010 

development in a new era of economic realities requires a thorough understanding of global 
economic conditions, familiarity with cutting edge technology and innovations, impacts of 
development and land use on the environment, which, in many areas, is ail compounded by issues of 
persistent poverty and long-term economic distress. 

Across the country, there are many examples of regions where urban and rural communities work in 
a collaborative manner through their involvement in an EOD. The EDD is able to serve as a neutral 
and centra) forum for all regional stakeholders to come together for the purposes of developing an 
economically and geographically diverse region. 

Urban or rural, local economic development is an exhaustive, lengthy and continuous process that 
requires significant amounts of regional collaboration, intergovernmental coordination and sustained 
organizational capacity and expertise. EDDs work to effectively foster regional cooperation, identify 
regional and local priorities and bring public, private and non-profit sector leaders together to work 
toward a common vision. 

2) What would you say is the impact of the failure to fund the Southeast Crescent Regional 
Commission, Southwest Border Regional Commission and the Northern Great Plains Regional 
Commission? 

The support provided by the federal regional commissions is specifically targeted to reach areas 
experiencing substantial levels of economic distress. In many cases, these are communities that are 
unable to fully access federal or state economic development programs. 

Resources provided by the federal regional commissions are designed to ensure that regions with 
chronic distress have the capacity and resources to tap into potential public and private sector 
investments and to access federal assistance programs, without duplicating existing programs and 
creating massive bureaucracies. Many distressed communities have great difficulty meeting the local 
match requirements of federal grant programs, not to mention the burden of paying back loans 
under other federal infrastructure programs. 

If significant resources were provided to fund the Southeast Crescent, Southwest Border and 
Northern Great Plains Regional Commission, many communities in these areas suffering from long- 
term persistent economic distress would be better able to fully access a greater array of federal, 
state and private resources for economic development and job creation purposes. 

Again, thank you for the opportunity to testify on this important issue. Please contact me or NADO Director 
of Government Relations iason Boehlert if NADO can be of any further assistance. 

Thank you, 


Michael Norton 
President 
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WNC EdNET Background Summary 

The westernmost area of North Carolina has historically had to do collaborative planning 
in order to procure critically needed infrastructure and services for the Southern 
Appalachian Mountain communities in Jackson, Macon, Clay, Cherokee, Graham and 
Swain counties including the Cherokee Nation. The following represents an abbreviated 
timeline for the evolution of the collaborative 501 (c) (3) WNC EdNET, Inc. Corporation. 

• Mid 90’s state of N.C. launched “Connect North Carolina” to provide 
connectivity to rural areas. 

• The south westernmost (Region A) did collaborative planning for connectivity by 
launching a 501 (c) (3) organization called “Region A ConnectNC Commission, 
Ine.” (“Connect Region A”). The organization, staffed by partner - contributed - 
resources, provided region-wide awareness, planning, information, and needs - 
sensing. The partners consisted of the local Region A COG (Council of 
Governments), public schools, colleges, libraries, local governments, and the 
Cherokee Tribe. 

• Later “Connect Region A” joined with a 25 county initiative, “The Knowledge 
Coalition,” for puiposes of focusing on middle mile connectivity issues. 

• Subsequently, “Connect Region A” became part of “Appalachian Access” - a 
three county and community college project designed to help solve the middle 
mile problem in Macon, Jackson, and Swain Counties. 

• Later “Connect Region A” formed a linkage with Balsam West Fiber Net LLC 
for the purpose of exploring options and getting broad public support for 
expanding and developing initiatives addressing region-wide middle mile and last 
mile connectivity issues. 

« In 2005, a planning/resource procurement management group was formed called 
WNC EdNET involving the school districts of Jackson, Macon, Clay, Cherokee, 
Graham, and Swain Counties, the Cherokee Tribal Schools, Western Carolina 
University, Southwestern Community College, Tri County Community College, 
Western Region Education Service Alliance (WRESA), and Region A - 
Southwestern Planning Commission. The partner CEO’s formed the governing 
Executive Committee and the partner Technology Coordinators formed the 
implementation group. The WRESA and Southwestern Commission 
collaboratively provide project management and financial services. The purpose 
of WNC EdNET was to plan, procure, and manage start-up resources to help 
connect 60 school and college sites (west of Balsam Gap) with high capacity 
broadband infrastructure for the purpose of enhancing learning. Substantial 
funding has been obtained and much of the work has been accomplished; 
however, much remains to be completed. 

• Since WNC EdNET viewed itself as a start-up organization, plans were made to 
establish a long term command and control and maintenance organization for the 
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project. Thus a 501 (c) (3) organization seemed to be the most plausible entity; 
furthermore it made sense to re-configure the “Region A Connect” organization 
for WNC EdNET long term purposes. 

» In 2007, WNC EdNET began evolving into WNC EdNET, Inc. 

• Stakeholders in WNC EdNET and “Connect Region A” have agreed to establish 
WNC EdNET, Inc, as a 501 (c) (3) entity by changing the name and part of the 
focus of the “Connect Region A” organization; new bylaws, guidelines, board of 
directors and mission have been developed. 

® Recently WNC EdNET, Inc. became an operational entity. It enjoys the support 
and involvement of ail of the WNC EdNET players and stakeholders as it moves 
forward. This Janirve application represents the first formal request for funding 
from the new WNC EdNET, Inc. organization. 

• WNC EdNET, Inc. Guidelines and Bylaws are available upon request. 


The WNC EdNET project is a project to collaborative!)' assist the schools and 
colleges in Jackson, Macon, Clay, Cherokee, Graham and Swain Counties to procure 
and use upgradeable high capacity broadband technology configurations and services to 
enhance learning, professional development, and organization administration, and to open 
up learning opportunities not currently available or imagined. 

The WNC EdNET OBJECTIVES are: 

1) To establish a collaborative of partners for the purpose of collaboratively enhancing 
the development and use of technology as a tool for improving learning opportunities 

2) To facilitate procurement of broadband infrastructure by participating partners’ 
central and field sites 

3) To facilitate capacity building and use of broadband technology for the 
enhancement of teaching and learning 

4) To help export the WNC EdNET model to other potential adopting sites. 

The major focus of WNC EdNET is to enhance learning through technology 
applications. Learning configurations using technology will be broadened in many ways. 
The Technology Applications Committee is providing leadership in this area. A major 
“state of the art” Technology Applications Conference is planned for the region’s 
instructional leaders and personnel in October 2007. When complete, the project will 
permit area students to compete at or above par with their counterparts globally. In 
effect, learning opportunities not currently available or imagined will be accessible by the 
target students. 

The NEEDS of the WNC EdNET members being addressed, irr order are: 

1) Laterals within each school district (stars) 

2) Transport to the internet 
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3) Internet service provisioning 

4) District to district connectivity (ring) 

5) Connectivity to state networks 

These needs are to be addressed in a way that incorporates the best network design, 
considers upgrade flexibility, uses an open bid process, fosters competition, and 
minimizes recurring costs. 

The WNC EdNET concept has been under development for several years. Multi 
agency planning, collaboration and organization resulted in the Western Region 
Education Service Alliance (WRESA) and the Southwestern Planning District 
Commission (RegionA) in 2005 being requested by funding sources, school and college 
partners to coordinate, manage and build on an ongoing regional initiative which began 
several years earlier under the leadership of school and college leaders. WNC EdNET 
was created with the Executive Committee, Technology Coordinators, Technology 
Consulting Partners, and the Technology Advisory Committee serving as 
command/control and operational entities. Specifically, the project grantee is the 
Southwestern Commission which partners with the Western Region Education 
Service Alliance (WRESA) to collaboratively manage the grants. An Executive 
Steering Committee composed of the CEOs of the 12 partners plus a Golden LEAF 
representative governs the project. Partner Technology Coordinators are primarily 
responsible for implementing and helping to evaluate the program. A Technology 
Applications Committee provides leadership in use of high speed technologies and 
applications. Consulting Partners from other agencies and organizations such as ERC, e- 
NC Authority and NCDP1 provide technical leadership and guidance. 

An interdependent project evolved in Graham County. In addition to the needed 
connectivity to Robbinsville schools, the county needed connectivity for governmental 
services. The Cherokee Indian Reservation desired connectivity to the Snowbird 
community, an isolated reservation tract separated from the main reservation boundary. 
WNC EdNET provided the oversight and management to accomplish this connectivity 
consistent with its goals as well as the partner needs. 
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Verbal comments for the Committee 

Thank you for this opportunity to share with you some of the details of a model 
project funded partially with ARC funds. The project is called WNCEDNET, Western 
North Carolina Educational Network and involved connecting all the public and charter 
K-12 schools in a six county area in Western North Carolina and the Cherokee Indian 
Reservation using fiber optic lines. 

It is a cradle to the grave type project built on a foundation of communication, 
cooperation and collaboration. We have operated with the unanimous consent of our 
member institutions. On this type of foundation then followed construction contracts, 
equipment acquisition, installation, configuration, training, staff development and today 
widespread use. 

This required approximately 500 miles of fiber in a rural area involving some of 
the most difficult terrain you'll find anywhere. Much of this was new construction. This 
summer we will complete the last school and end up within budget of just over $6 
million. The pricing that we got from BalsamWest Fibernet to build this was less than 
10% of market price. Through this initiative and resulting volume pricing agreements 

schools, on their own, made major expansions that were outside of the goals of 
WNCEdNET, connecting bus garages, maintenance facilities and offices and acquiring 
additional equipment. 

WNCEdNET connected each school to a central hub. The State of North 
Carolina, leveraging c-rate funds connected the hubs to the state network and in turn the 
rest of the world. We have today, a world class fiber optic network operating in Western 
North Carolina with the single exceptions of the one school to be finished this summer. 
This is currently benefiting over 20,000 students. As an example we had 1 175 students 
taking on-line courses this year. Prior to WNCEdNET, this could not have happened. 

Student teachers can remotely observe a model teacher in distant school to see 
how an experienced teacher does things. The knowledge and expertise of an exemplary 
teacher is easily shared using this technology. The applications are endless. 

In a sister project, we also connected Graham County governmental facilities, 
providing them also with additional fiber marketable for economic development. 

"If you build it they will come", may not always be true, but if you don't build it 
they can't come. As a result of the joint efforts of BalsamWest Fibernet, Cherokee 
Indian Reservation, Phil Drake, and WNCEdNET and all our funding partners; 
GoldenLEAF, Cherokee Preservation Foundation, ARC, the State of North Carolina , 
there is today a world class fiber optic network circling through the westernmost six 
counties of NC that offers enormous economic development opportunities. Microsoft, 
Google, Sun, Dell, Hewlett Packard can come to our mountains set up a company and get 
direct access to 56 Marietta. 56 Marietta, just out of Atlanta, is the Southeast's largest 
concentration of telecommunications companies, housing over 60 earners and over 1 00 
telecommunications related companies. It is the Silicon Valley of the Southeast. 
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Thank you to the ARC and those of you for providing appropriations to the ARC 
that made this a reality. I hope that you will consider technology infrastructure a very 
high funding priority. 


Leonard Winchester 
WNCEdNET 
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